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INTRODUCTION. 


Tae Report of the League Commission of Enquiry into 
the events in Manchuria was signed in Peiping (Pekin) on 
September 4, 1932, and published at Geneva on Octo- 
ber 2nd under the title of ‘‘ Appeal by the Chinese Govern- 
ment. Report of the Commission of Enquiry.’’ This 
Commission was set up by the League of Nations as a 
result of the discussions that took place in the Council 
following on the appeal made to that body on Septem- 
ber 21, 1931, by the Chinese Government. The Chinese 
delegate made the appeal, on behalf of his Government, 
under Article 11 of the League Covenant,* and during the 
discussions expressed the view that ‘‘ the best method 
that may be devised by the Council for securing the prompt 
and complete withdrawal of the Japanese troops and police 
(from Manchuria) and the full re-establishment of the 
status quo ante is the sending of a neutral commission to 
Manchuria.’’ No definite action in this regard was de- 
cided upon during the Council sessions in October and 
November, 1931, but on November 21 the Japanese repre- 
sentative proposed that a commission of enquiry should 
be sent to the scene of the trouble, and on December 10th 
a resolution was adopted unanimously which included pro- 
vision for the appointment and despatch to Manchuria of 
a commission of five members, ‘* to study on the spot and 
to report to the Council on any circumstance which, 
affecting international relations, threatens to disturb peace 
between China and Japan, or the good understanding 
between them upon which peace depends.”’ 


The Governments of China and Japan were each to have 
the right to nominate one assessor to assist the Commis- 
sion, and the resolution added, “‘ it is understood that, 
should the two parties initiate any negotiations, these 
would not fall within the scope of the terms of reference 
of the Commission, nor would it be within the competence 
of the Commission to interfere with the military arrange- 
ments of either Party.”’ 


In introducing the resolution the President of the 
Council, M. Briand, made a declaration in which he pointed 
out that one of the principal objects of its adoption was 
* to facilitate the final solution of existing causes of dis- 
pute between the two countries.’’ In pursuance of this 
the Commission was to be set up, and as to its terms of 
reference he then made the following statement :— 

*‘ Subject to its purely advisory character, the terms of refer- 
ence of the Commission are wide. In principle, no question 
which it feels called upon to study will be excluded, provided 
that the question relates to any circumstances which, affecting 


* Article 11 declares that any war or threat of war is a matter 
of concern to the whole League, which “ shall take any action that 
may be deemed wise and effectual to safeguard the peace of 
nations.”’ 


international relations, threaten to disturb peace between 
China and Japan. . . . Each of the two Governments will have 
the right to request the Commission to consider any question 
the examination of which it particularly desires. The Commis- 
sion will have full discretion to determine the questions upon 
which it will report to the Council. .. .’’ 

In conclusion, M. Briand drew attention to the fact that 
the provision under which the Commission was not em- 
powered to interfere with the military arrangements of 
either Party did not limit in any way its faculty of 
investigation. 

Both the Chinese and Japanese delegations made reser- 
vations when accepting the resolution, but the former 
only was of importance. The Chinese delegate wished it 
to be placed on record that ‘‘ China must and does fully 
reserve any and all rights, remedies and juridical positions 
to which she is or may be entitled under and by virtue 
of all the provisions of the Covenant, under all the exist- 
ing treaties to which China is a party, and under the 
accepted principles of international law and practice.’’ A 
number of other observations were made, such as that 
China in no way receded from the position she had always 
taken up with respect to the maintenance of military 
forces in the railway zone in Manchuria, and the state- 
ment concluded with a final reservation that— 

‘*China would regard any attempt by Japan to bring about 
complications of a political character affecting China’s terri- 
torial or administrative integrity (such as promoting so-called 
independence movements or utilising disorderly elements for 
such purposes) as an obvious violation of the undertaking to 
avoid any further aggravation of the situation.’’f 


The members of the Commission were subsequently 
selected by the President of the Council, and, after the 
approval of the two parties had been obtained, the mem- 
bership was finally approved by the Council on January 14, 
1932, as follows :— 

H.E. Count Aldrovandi (Italian), General Henri Claudel 
(French), the Right Hon. the Earl of Lytton (British), 
Major-General Frank McCoy (American), and H.E. Dr. 
Heinrich Schnee (German). 


At the first meeting of the Commission, on January 21st, 
Lord Lytton was unanimously elected Chairman, and sub- 
sequently the Governments of China and Japan appointed 
as their respective Assessors H.E. Dr. Wellington Koo and 
H.E. Mr. Isaburo Yoshida. 

The European members sailed from Le Havre and 
Plymouth on February 3rd, and were joined by General 
McCoy in New York on February 9th. The Commission 


+ This undertaking had been given by both the Chinese and 
Japanese Governments by the Resolution passed by the Council on 


September 30, 1931. 
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proceeded to Japan first, reaching Tokyo at the end of 
February. 

Meanwhile, however, the developments in Manchuria 
had caused the Chinese Government, on January 29th, to 
submit a further appeal to the League under Articles 10, 


11 and 15 of the Covenant. But since no further instruc- 
tions were received from the Council the Commission con- 
tinued to interpret its mandate according to the Resolution 
of December 10th. The programme of its work was, 
therefore, determined by the following conception of its 
mission :— 

(1) An examination of the issues between China and 
Japan which were referred to the Council, including their 
causes, development and status at the time of the inquiry; 


(2) A consideration of a possible solution of the Sino- 
Japanese dispute which would reconcile the fundamental 
interests of the two countries. 


Before reaching Manchuria contact was accordingly 
established with the Governments of Japan and China and 
with representatives of various shades of opinion, in order 
to ascertain the nature of the interests of the two coun- 
tries. The Commission reached Tokyo on February 29th, 
where it was received in audience by His Majesty the 
Emperor. Conferences were also held with the Prime 
Minister and other Ministers, as well as with many repre- 
sentatives of private interests. After visits to Osaka and 
Kobe the Commission left for Shanghai, arriving there on 
March 14th, and remaining for two weeks. It then pro- 
ceeded to Nanking, where it was received by the President 
of the National Government, and where interviews were 
held with the President of the Executive Yuan, the Foreign 
Minister and other officials and military commanders. 
Hankow was also visited, and on April 9th the Commis- 
sion arrived in Peiping, where several conferences were 
held with Marshal Chang Hsueh-liang. 

On proceeding to Manchuria, the Commission divided 
into two groups, some of the party travelling to Mukden 
by rail and the remainder by sea via Dairen. The whole 
party remained in the country about six weeks, visiting 
Mukden, Changchun, Harbin, Kirin, Port Arthur, Anshan, 
Fushun and Chinchow, while some of the members also 
visited Tsitsihar, which they reached by air owing to the 
unsettled conditions on that section of the railway. 


Numerous conferences were held with the Japanese 
military and consular authorities, and at Changchun the 
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Commission met the ‘‘ Chief Executive ’’ of Manchukuo, 
the former Emperor Hsuan Tung, now known by his per. 
sonal name of Henry Pu Yi. Delegations were also re. 
ceived from the local population, and, in addition to the 
public meetings, the members of the Commission were 
able to arrange interviews with a great number of indi- 
viduals, both Chinese and foreign. 


The Commission returned to Peiping on June 5th, 
where further conferences were held with Chinese Minis. 
ters, and on June 28th it left for Tokyo, via Korea. Here 
again conferences were held with the leading Ministers 
of the new Government, which had succeeded to power 
since the Commission’s previous visit, and the members 
then left again for Peiping to begin the drafting of their 
Report. 

In the course of its travels, the Commission was pre- 
sented with a great quantity of printed pamphlets, 
petitions, appeals and letters. In Manchuria alone 1,550 
letters in Chinese and 400 in Russian were received, with- 
out mentioning those written in English, French or 
Japanese. 


Aims of the Commission. 


The Commission’s conception of its mission, which 
determined the programme of its work and itinerary, has 
equally guided the plan of its Report. To quote the 
latter’s words :— 

‘‘ First we have tried to provide an historical back- 
ground by describing the rights and interests of the two 
countries in Manchuria, which provide the fundamental 
causes of the dispute; the more recent specific issues 
which immediately preceded the actual outbreak were 
then examined, and the course of events since Septem- 
ber 18, 1931, described. Throughout this review of the 
issues we have insisted less on the responsibility for 
past actions than on the necessity of finding means to 
avoid their repetition in the future. 

‘** Finally, the Report concludes with some reflections 
and considerations which we have desired to submit to 
the Council upon the various issues with which it is 
confronted, and with some suggestions on the lines on 
which it seemed to us possible to effect a durable solution 
of the conflict and the re-establishment of a good under- 
standing between China and Japan.”’ 





CHAPTER I. 
OUTLINE OF RECENT DEVELOPMENTS IN CHINA. 


The Report points out that a knowledge of antecedent 
conditions is necessary to a complete understanding of 
the conflict which began with the events of September, 
1931, and the Commission, therefore, found it necessary 
to extend its study of the issues beyond the limits of 
Manchuria itself and to consider in their widest aspect all 
the factors which determine present Sino-Japanese rela- 
tions. Situated as it is between the territories of Japan 
and Russia, Manchuria has become politically a centre of 
conflict, and wars between all three countries have been 
fought upon its soil. The country is, in fact, the meet- 
ing-ground of conflicting needs and policies, which them- 
selves require investigation before the concrete facts of 
the present conflict can be fully appreciated, so the 
Report begins by reviewing these essential factors 
seriatim. 

It points out, first, that the dominating factor in 
China is the modernisation of the nation itself which is 
slowly taking place. 

‘‘China to-day is a nation in evolution, showing evidence of 
transition in all aspects of its national life. Political upheavals, 
civil wars, social and economic unrest, with the resulting weak- 
ness of the Central Government, have been the characteristics 
of China since the revolution of 1911. Those conditions have 
adversely affected all the nations with which China has been 
brought into contact and, until remedied, will continue a 
menace to world peace and a contributory cause of world 
economic depression.”’ 


A brief summary is then given of the stages in the 
recent history of China by which the present conditions 
have been reached. The first event was the ending of 
the period of isolation with the opening of certain ports 
to foreign trade in 1842. But this was done reluctantly; 
China was unwilling to follow the example of Japan and 
learn from the West. On the contrary, she wished to 
preserve her culture and exclude foreign influence. Her 
reluctance to receive foreigners and her attitude towards 
those who were in the country were bound to have 
serious consequences. They concentrated the attention 
of her rulers on resistance to foreign influence and pre- 
vented her from profiting by the experience of more 
modern conditions in the foreign settlements. As 4 
result, the constructive reform necessary to enable the 
country to cope with the new conditions was almost com- 
pletely neglected. 


This is brought out clearly in the account given of the 
territorial losses incurred from the conflicts with foreign 
Powers, the Boxer rising, and the fall in 1911 of the 
Manchu dynasty. Reference is made to the differences 
between the political tendencies in the North and in the 
South. Military dictatorships flourished in the North, 
but the people of South China have always been averse 
to autocracy and official interference from outside. 
Matters came to a head with the revoltofthe Kuomintang, 
a Nationalist Party under Sun Yat Sen, against Yuan 
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Shi-kai in 1918. The succeeding years were characterised 
by two attempts to establish monarchical rule, many 
changes of Presidents and Cabinets, continuous shifting 
of allegiance among military leaders, and many declara- 
tions of temporary independence of one or more pro- 
vinces and, in the words of the Report, ‘‘ during these 
years China was ravaged by warring factions; and the 
ever-present bandits grew into veritable armies by the 
enlistment of ruined “farmers, desperate inhabitants. of 
famine-stricken districts, or unpaid soldiers.’’ 


In Canton, however, the Kuomintang Government 
succeeded in maintaining itself from 1917 onwards, 
though not always functioning in much more than name. 
In 1923 Sun Yat Sen reorganised it, with a definite pro- 
gramme, strict party discipline, and systematic propa- 
ganda on the Russian model. An efficient army was also 
created with the help of Russian officers, and ‘‘ thus 
equipped, the Kuomintang was soon ready to establish 
contact with the people at large. . This preliminary 
conquest of the people’s mind was, after the death of 
Dr. Sun in 1925, followed up by the successful Northern 
Expedition of the Kuomintang army, which, by the end 
of 1928, succeeded in producing a nominal unity for the 
first time in many years, and a measure of actual unity 
which lasted for a time. The first, or military, phase of 
Dr. Sun’s programme had thus been brought to a suc- 
cessful end. The second period of political tutelage 
could begin. It was to be devoted to the education of 
the people in the art of self-government and to the re- 
construction of the country.”’ 


The Nanking Government. 


A Central Government was established in Nanking in 
1927, but its authority was soon challenged from with- 
out and weakened by dissensions within. In fact, it 
repeatedly had to fight for its very existence, if not 
against revolting generals with personal armies then 
against the menace of Communism. Powerful war lords 
concluded alliances among themselves and marched their 
forces against Nanking. * Though they never succeeded 
in their ‘object, they remained, even after defeat, poten- 
tial forces to be reckoned with. Moreover, they never 
took the position that war against the Central Govern- 
ment was an act of rebellion. ‘‘ It was in their eyes, 
the Commission remarks, ‘‘ simply a struggle for supre- 
macy between their faction and another one which 
happened to reside_in the national capital and to be 
recognised as the Central Government by foreign 
Powers.’’ And the Report concludes this part of the 
historical outline with the following words :— 


‘From this summary description it appears that disruptive 
forces in China are still powerful. The cause of this lack of 
cohesion is the tendency of the mass of the people to think in 
terms of family and locality, rather than in terms of the 
nation, except in periods of acute tension between their own 
country and foreign Powers. Although there are, nowadays, 
a number of aden who have risen above particularist senti- 
ments, it is evident that a national outlook must be attained by 


a far greater number of citizens before real national unity can 
result.’’ 


” 


The Commission next turns its attention to the argu- 
ment which, as it states, ‘‘ constantly reappears in the 
polemics of the present controversy,’’ that China is ‘‘ not 
an organised State,’’ or ‘‘ is in a condition of complete 
chaos and incredible anarchy,’’ and that her condition 


should disqualify her from membership of the League of 
Nations 


‘In this connection,” remarks the Report, ‘‘ it may be useful 
to remember that an altogether different attitude was taken at 
the time of the Washington Conference by all the participating 
Powers. Yet, even at that time, China had two completely 
separate Governments, one at Peking and one at Canton, and 
was disturbed by large bandit forces which frequently interfered 
with communications in the interior, while preparations were 
being made for a civil war involving all China. As a result of 
this war, which was preceded by an ultimatum sent to the 
Central Government on January 13, 1922, when the Washington 
Conference was still in session, the Central Government was 
overthrown in May, and the independence of Manchuria from 
the Government installed at Peking in its place was declared in 
July by Marshal Chang Tso-lin. Thus, there existed no fewer 
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than three Governments professing to be independent, not to 
mention the virtually autonomous status of a number of pro- 
vinces or parts of provinces. Although, at present, the Central 
Government’s authority is still weak in a number of provinces, 
the central authority is not, at least openly, repudiated, and 
there is reason to hope that, if the Central Government as such 
can be maintained, provincial administration, military forces 
and finance will acquire an increasingly national character.” 


The efforts of the present Government towards recon- 
struction are outlined and attention is called to the fact that 
these liave been seriously handicapped by the increase in 
domestic indebtedness caused by the recurrent civil wars. 
Some of the characteristics of present-day nationalism are 
also not calculated to help the country to work out its 
problems. The influence of the Kuomintang has intro- 
duced into the ational sentiment ‘‘ an additional and 
abnormal tinge of bitterness against all foreign influences, 
and has expanded its aims so as to include the liberation 
of all Asiatic people still subject to ‘ imperialistic oppres- 
sion.’ .. . Chinese nationalism to-day is also permeated by 
memories of former greatness, which it desires to revive. 
It demands the return of leased territories, of administra- 
tive and other not purely commercial rights exercised by a 
foreign agency in railway areas, of administrative nights 
in concessions and settlements, and of extra-territorial 
rights which imply that foreigners are not amenable to 
Chinese laws, law courts and taxation. Public opinion 
is strongly opposed to the continuance of these rights, 
which are regarded as a national humiliation.’’ 


The attitude of foreign Powers to these desires has been 
sympathetic, and at the Washington Conference they 
were admitted to be acceptable in principle, and the Com- 
mission points out that, having started upon the road of 
international co-operation for the purpose of solving her 
difficulties (as was done at Washington) China might have 
made more substantial progress in the ten years that have 
since elapsed had she continued to follow that road. ‘‘ She 
has only been hampered by the virulence of the anti- 
foreign propaganda which has been pursued. In two 
particulars has this been carried so far as to contribute to 
the creation of the atmosphere in which the present con- 
flict arose—namely, the use made of the economic boy- 
cott and the introduction of anti-foreign propaganda into 
the schools.’’ A perusal of the school text- books, says. 
the Report, leaves the impression on the mind of a reader 
that their authors have sought to kindle patriotism with 
the flame of hatred and to build up manliness upon a sense 
of injury. One result is that the students have been in- 
duced to engage in political activities which sometimes 
have culminated in attacks on the persons of Ministers 
and other authorities, and in attempts to overthrow the 
Government. 


The Communist Factor. 


The Commission recognises, however, the difficulty of the 
problem of maintaining law and order, and enumerates as 
the chief obstacles the lack of means of communication, 
the prevalence of banditry, the existence of numerous 
armies owing personal allegiance only to the local com- 
manders, and finally, the hold which Communism has now 
secured on large parts of the country. The origin of the 
Communist movement is outlined, and it is shown that it 
was Officially tolerated by the Government for three or four 
vears after the formal admission of Communists into the 
Kuomintang Party in 1924. At one moment, in fact, the 
Nationalist Revolution was almost on the point of being 
transformed into a Communist Revolution. 


This was in 1927, but when the National Government 
had established itself firmly in Nanking in April of that 
year the leaders decided that Communism had become too 
serious a menace to be tolerated any longer. Communist 
members were accordingly excluded from the Kuomintang, 
and the Soviet advisers ordered to leave the country. 
Communist risings occurred in various parts of the 
country, however, and the Central Government was never 
strong enough or sufficiently united to obtain anything 
more than temporary successes against them. In the 
period 1928-1931 extensive areas of Kiangsi and Fukien 
were sovietised, and the efforts of the Nanking authorities, 


| acting through Chiang Kai-shek as ( ‘ommander-in-Chief, 
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to inflict a final defeat on the main Red armies were ren- 
dered nugatory by the recrudescence of civil war in the 
North and the events of September 1931 in Manchuria. 

The Communist zones of influence are now understood 
to cover a large part of China south of the Yangtze and 
parts of the provinces of Hupeh, Anhwei and Kiangsu 
north of that river. The methods employed by the Com- 
muuists are dealt with at some length in the Report, and 
the special character of Communism in China is described, 
because the conditions brought about by its existence in 
so large a part of the country have a marked effect on the 
relations between China and Japan. To quote the Report: 




















































































‘So far as Japan is China’s nearest neighbour and largest 
customer, she has suffered more than any other Power from the 
lawless conditions described in this chapter. Over two-thirds of 
the foreign residents in China are Japanese, and the number of 
Koreans in Manchuria is estimated at about 800,000. She has 
more nationals, therefore, than any other Power, who would 
suffer if they were made amenable to Chinese law, justice and 
taxation under present conditions.”’ 


MANCHURIA’S RELATIONS 


This chapter consists of a description of Manchuria 
and an outline of the relations of that country with the 
rest of China and with Russia. The importance of the 
role played by it in the solution of the surplus population 
problems of both China and Japan is emphasised, and it 
is pointed out that ‘‘ without Japan’s activity Manchuria 
could not have attracted and absorbed such a large popu- 
lation. Without the influx of Chinese farmers and 
labourers, Manchuria could not have developed so 
rapidly, providing Japan thereby with a market and 
with supplies of food, fertilisers, and raw materials.’’ 
Manchuria has long been a coveted region, first on 
account of its strategic advantages, and subsequently 
owing to its agricultural and mineral resources. Strate- 
gical considerations have remained paramount, but the 
extensive economic interests resulting from the active 
part taken by Russia and Japan in the development of 
the country have ‘* found an ever-increasing insistence in 
the foreign policy of these two countries.’’ Meanwhile, 
however, the future possession of the land was settled by 
the immigration of millions of Chinese farmers who took 
root in the soil, so that *‘ Manchuria is now unalterably 
Chinese.”’ Of a population of about 30 millions, 28 
millions are said to be Chinese or assimilated Manchus. 
The 230,000 Japanese residents are mainly concentrated 
in the railway area and the Kwantung Leased Territory, 
und are mostly engaged in industry or business of some 
kind. Finally, the area of the country is equal to that 
of France and Germany together, and of this, so far, only 
between 12 and 13 per cent. has been brought under 
cultivation. The production of the more valuable crops 
has doubled in 15 years, and the mining industry, already 
very important, may be expected to develop rapidly if 
economic conditions improve, since the mountainous 
regions are rich in minerals, especially coal and iron. 


The Reign of Chang Tso-lin. 

The Report next gives an outline of the early history, 
ending in the fall of the Manchu Dynasty, and of the 
events which succeeded this upheaval. An interesting 
sketch is given of the career of Chang Tso-lin, who 
severed his allegiance to the Central Government at 
Peking, twice invaded China, and at one time was virtual 
ruler of the whole country as far south as Shanghai. 
The Commission points out, however, that— 

‘‘The independence declared by Marshal Chang Tso-lin at 
different times never meant that he or the people of Manchuria 
wished to be separated from China. His armies did not invade 
China as it it were a foreign country, but merely as participants 
in the civil war. Like the war lords of any other province, the 
Marshal alternately supported, attacked or declared his terri- 
tory independent of the Central Government, but never in such 
a way as to involve the partition of China into separate States. 
On the contrary, most Chinese civil wars were directly or in- 
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To close this chapter the Commission draws attention to 
the interest of foreign Powers in the problems of Chinese 
reconstruction, and it is suggested that international co. 
operation offers the best hope of their solution. ‘‘ The 
realisation of China’s national aspirations,’’ it is pointed 
out, ‘* depends on her ability to discharge the functions oj 
a modern Government in the sphere of domestic affairs,” 
and the acceptance of foreign assistance offers the best 
means for her to acquire this ability. The present extreme 
case of international friction having forced China to seek 
the intervention of the League of Nations should, if a 
satisfactory settlement can be effected, convince her of 
the advantages of the policy of international co-operation, 
and in the Commission’s view, ‘‘ such a policy would 
make it easier for foreign Powers to give what support the 
Central Government may seek, and to help in the removal 
as rapidly and as effectively as possible of any causes of 
friction which may endanger her peaceful relations with 
the rest of the world.”’ 





CHAPTER II. 


WITH CHINA AND RUSSIA. 


directly connected with some ambitious scheme to unify the 
country under a really strong Government. Through all its 
wars and periods of ‘independence,’ therefore, Manchuria 
remained an integral part of China.”’ 

In the last years of his life Chang Tso-lin showed 
increasing unwillingness to allow Japan to profit by the 
privileges she derived from various treaties and agree- 
ments, and he also made repeated assaults on the posi- 
tion of the Chinese Eastern Railway. When, in 1928, 
he was succeeded by his son, Chang Hsueh-liang, the 
action of the latter in declaring allegiance to the Central 
Government in Nanking led to an intensification of the 
feeling against Japan and, in fact, against all foreign 
influence. Anti-Japanese agitation was officially en- 
couraged and associations were formed to conduct propa- 
ganda for the recovery of lost sovereign rights, “‘ the 
abolition of unequal treaties and the wickedness of im- 
perialism.’’ Pressure was brought to bear on Chinese 
property owners to raise the rents of Japanese and 
Korean tenants or to refuse the renewal of rent con- 
tracts. Korean settlers were subjected to systematic 
persecution, and various orders and instructions of an 
anti-Japanese nature were issued. Party propagandists 
from China came North in increasing numbers, and in 
April, 1931, a five days’ conference under the auspices 
of the People’s Foreign Policy Association was held in 
Mukden, with over 300 delegates from various parts of 
Manchuria in attendance. The possibility of liquidating 
the Japanese position in Manchuria was discussed, the 
recovery of the South Manchuria Railway being in- 
cluded in the resolutions adopted. 


Relations with Nanking. 


As far as the administration of the country was con- 
cerned, the union with China proper affected the position 
of Chang Hsueh-liang hardly at all since, ‘‘ as regards 
domestic affairs, the Manchurian authorities had retained 
all the power they wanted, and they had no objection io 
following administrative rules and methods adopted by the 
Central Government so long as the essentials of power 
were not affected.’” Manchuria was preserved as 34 
separate administrative unit, and without this concession 
voluntary union would probably not have taken place. 
The Manchurian authorities realised that, as before, their 
power derived much more from their armies than from 
Nanking. 

‘* This fact,’’ says the Report, ‘‘ explains the maintenance of 
large standing armies numbering about 250,000 men, and of the 
huge arsenal on which more than $200 millions (silver) are re- 
ported to have been spent. Military expenses are estimated to 
have amounted to 80 per cent. of the total expenditure. The 
remainder was not sufficient to provide for the costs of admin- 
istration, police, justice and education. ... As all power 
rested in the hands of a few military men, office could be owned 
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only through then. Nepotism, corruption and maladministra- 
tion continued to be unavoidable consequences of this state of 
affairs. The Commission found grave complaints concerning 
this maladministration to be widely current.”’ 


The Report then gives some particulars of the expedi- 
ents resorted to by Chang Hsueh-liang to raise revenue, 
such as the depreciation of the irredeemable provincial 


currencies, and the control of the market in beans. The 
“official bean-buying ’’ operations had, by 1930, 


assumed monopolistic proportions, enabling the authori- 
ties to exact high prices from the buyers, particularly the 
Japanese. Officials likewise engaged freely in all sorts of 
private enterprise, and used their position to gather wealth 
for themselves and their favourites. 

In spite of this, however, during the administrations of 
Chang T'so-lin and Chang Hsueh-liang the Chinese popula- 
tion and Chinese interests played a much greater part 
than formerly in the development of the economic re- 
sources of the country. The extensive settlement of 
Chinese immigrants helped to develop the commercial 
relations between Manchuria and the rest of China, and it 
was during this period that Chinese railways were built 
independently of Japanese capital. Chinese banks were 
established in the leading towns and Chinese interests 
were engaged in many departments of industry. Thus, 

“During the period preceding the conflict between China 
and Japan both the political and economic ties between Man- 
churia and the rest of China were gradually strengthened. This 
growing inter-dependence contributed to induce Chinese 
leaders, both in Manchuria and in Nanking, to pursue an in- 
creasingly nationalist policy directed against the interests and 
rights acquired by Russia or Japan.’’ 


The Interests of Russia. 


How these Russian rights were acquired is described 
briefly but lucidly in an account of the events following 
the Sino-Japanese war of 1894-95 and of the developments 
in connection with the construction of the Chinese Eastern 
Railway. It is shown how Russia’s intervention in the 
relations between China and Japan was instrumental in 
hardening the attitude of Japan, from the time when the 
latter country discovered that, by a secret treaty in 1896, 
the Chinese Government had undertaken to allow Russia 
to construct a railway across Manchuria and, two years 
later, to continue this railway to Port Arthur and Dairen 
and to lease the Liaotung Peninsula which Japan had 
been compelled to hand back to China. 

Not only did Japan thus see the fruits of her victory in 
the war of 1894-95 taken from her, only to be given to her 
powerful rival, but she saw that rival extend her influence 
over the whole of Manchuria so that, after the Boxer rising 
of 1900, which was made the pretext for intervention, 
Russian troops occupied all the important strategic points 
in Manchuria, and in 1902 appeared at the mouth of the 
Yalu River. This meant that she had designs on Korea, 
and it was to preserve the independence of that country 
(or, more properly, to prevent its seizure by Russia) that 
Japan had fought China in 1894. Negotiations with 
Russia convinced Japan that the policy pursued by the 
former would continue to be a menace to her interests, if 
not to her very existence, and, feeling more secure owing 
to the conclusion of the alliance with Great Britain, she 
accordingly declared war. Her victory in 1905 gave her 
the opportunity of securing a footing afresh in South Man- 
churia, and this she took by compelling Russia to transfer 
to her the leased territory and all rights connected with it, 
and the railway between Port Arthur and Changchun 
(the junction with the Chinese Eastern Railway). Both 









of China all portions of Manchuria occupied by their re- 
spective troops, with the exception of the leased territory. 
And both reserved the right to maintain (under certain 
specified conditions) guards to protect their respective rail- 
way lines, the number of such guards not to exceed 15 
per kilometre. 


The Chinese Eastern Railway. 

Tue next phase in the relations with Russia in Manchuria 
was characterised by the attempt of the Chinese to deprive 
the Russians of the rights and interests they enjoyed in 
the administration of the Chinese Eastern Railway and, 
in fact, to liquidate the Russian sphere in Northern Man- 
churia. During the five years after the Bolshevik revolu- 
tion China revoked all the privileges granted to Russia in 
1896 ; the Russian armed forces in the railway area were 
disarmed and replaced by Chinese soldiers, the extra- 
territorial status of Russians was abolished, the courts were 
forcibly entered and closed, and Russians were made 
amenable to Chinese laws, justice and taxation. In 1919 
and 1920 the Soviet Government made declarations of 
policy which implied a complete relinquishment of the 
rights the T'sar’s Government had acquired in China, and 
in accordance with this policy it agreed, in 1924, to a 
regularisation of the existing position by a new treaty. 
By the terms of this the Chinese Eastern Railway became 
& purely commercial concern, under joint management, in 
which China also acquired a financial interest, but the 
agreement did not inaugurate a period of friendly relations 
between the Soviet Government and the administration of 
Chang Tso-lin. On the contrary, the Chinese adopted 
a detinitely aggressive policy which culminated, after 
several incidents and at least one ultimatum from the 
U.S.S.R., in the attempt to seize the railway in 1929. The 
attack started with a raid on the Soviet Consulates at 
various piaces by the Chinese police, who made many 
arrests and claimed to have found evidence proving that a 
Communist revolution was being plotted by employees of 
the Soviet and of the Chinese Eastern Railway. Many 
Soviet organisations and enterprises were forcibly closed 
down, and finally the Soviet manager of the railway was 
requested to hand over the management to a Chinese 
appointec. After many Soviet citizens had been arrested 
the Government in Moscow decided to take action. Raids 
by Soviet troops across the Manchurian border began and 
developed into a military invasion in November, 1929. 
After having suffered defeat and severe loss of prestige, the 
Manchurian authorities were forced to accept the demands 
of the U.S.S.R. In December a Protocol was signed 
whereby the status quo was re-established. 


Effects of Soviet Policy. 

In closing this chapter the Commission draws attention 
to the fact that the liberal policy of the Soviet Govern- 
ment towards China gave a strong impetus to that 
country’s nationalistic aspirations, and the Chinese began 
to count upon its support in their struggle for the re- 
covery of sovereign rights. 

‘‘ This development,’’ says the Report, ‘‘ revived all the old 
anxieties and suspicions of Japan towards her Russian neigh- 


bour . . . the possibility of a danger from across the North 
Manchurian border again became a matter of concern to 
Japan. The likelihood of an alliance between the Communist 


doctrines in the North and the anti-Japanese propaganda ot 
the Kuomintang in the South made the desire to impose 
between the two a Manchuria which should be free from both 
increasingly felt in Japan. Japanese misgivings have been 
still further increased in the last few years by the predominant 
influence acquired by the U.S.S.R. in Outer Mongolia and the 


Japan and Russia agreed to restore to the administration | growth of Communism in China.”’ 


CHAPTER III. 
MANCHURIAN ISSUES BETWEEN JAPAN AND CHINA. 


The Commission examined with especial care the issues 
between China and Japan with respect to Manchuria prior 
to the events of September, 1931. The conclusion from 
this examination is that, so exceptional were the rights 
acquired by Japan that a conflict between the two 
countries was a natural result. By the Treaty of 1905 
Japan acquired the Kwangtung Leased Territory and the 


South Manchuria Railway; by an agreement in 1906 the 
latter railway was empowered to take over the line from 
Mukden to Antung, on the Korean frontier, and in 1915, 
as a result of the ‘‘ Twenty-One Demands,”’ the lease of 
the Kwantung Territory and the concessions for both 
the railways were extended to 99 years. Furthermore, 
Japanese subjects in South Manchuria acquired the right 
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to travel and reside, to engage in business, and to lease 
land necessary for trade, industry and agriculture. Japan 
also obtained rights of priority for railway and certain 
other loans in South Manchuria and Eastern Inner Mon- 
golia, and preferential rights regarding the appointment of 
advisers in South Manchuria. At the Washington Con- 
ference, however, Japan relinquished her rights regarding 
the loans and the advisers. Her position at the time the 
recent trouble began is summed up in the following words: 

‘These treaties and other agreements gave to Japan an 
important and unusual position in Manchuria. She governed 
the Leased Territory with practically full rights of sovereignty. 
Through the South Manchuria Railway she administered the 
railway areas, including several towns and large sections of 
such populous cities as Mukden and Changchun, and in these 
areas she controlled the police, taxation, education and public 
utilities. She maintained armed forces in many parts of the 
country: the Kwantung army in the Leased Territory, railway 
guards in the railway areas, and Consular police throughout 
the various districts. ... There is probably nowhere in the 
world an exact parallel to this situation, no example of a 
country enjoying in the territory of a neighbouring State 
such extensive economic and administrative privileges. [ 

The Report then refers to the attitude towards Man- 
churia of both the Chinese and the Japanese nations, to 
show that there is a conflict between their fundamental 
interests in that country. The Chinése, for example, re- 
gard it as their first line of defence, a sort of buffer against 
the adjoining territories of Russia and Japan, while the 
facility with which China proper can be invaded from 
Manchuria has been demonstrated to them from historical 
experience. They also regard it as important for economic 
reasons ; for decades they have called it the ‘‘ granary of 
China,’’ and more recently have looked to it as a region 
furnishing seasonal employment to Chinese farmers and 
labourers from neighbouring provinces. They deny the 
statement that the Japanese are principally responsible 
for the economic development of the country, and point 
to their own colonisation enterprises, especially since 
1925, to their railway development, and other enterprises, 
in refutation of these claims. 

Manchuria’s Strategic Importance. 

To the Japanese, Manchuria is the scene of their war 
against Russia, a life-and-death struggle fought in self- 
defence against the menace of Russian occupation of 
Korea and of the whole Manchurian coast, and the country 
is often described as the “ life-line ’’ of Japan. But, 
as the Commission points out, 

‘* Japanese interest in Manchuria, however, began ten years 
before that war. The war with China, in 1894-95, principally 
over Korea, was largely fought at Port Arthur and on the 
plains of Manchuria; and the Treaty of Peace signed at Shim- 
onoseki ceded to Japan in full sovereignty the Liaotung 
Peninsula. To the Japanese, the fact that Russia, France and 
Germany forced them to renounce this cession does not affect 
their conviction that Japan obtained this part of Manchuria 
as the result of a successful war, and thereby acquired a moral 
right to it which still exists. Patriotic sentiment, the 
paramount need for military defence, and the exceptional 
treaty rights all combine to create the claim to a ‘ special 
position’ in Manchuria. The Japanese conception of this 
special position is not limited to what is legally defined in 
treaties and agreements either with China or with other States. 
Feelings and historical association, which are the heritage of the 
Russo-Japanese War, and pride in the achievements of Japanese 
enterprise in Manchuria for the last quarter-century, are an 
indefinable but real part of the Japanese claim to a ‘ special 
position.’ It is only natural, therefore, that the Japanese use 
of this expression in diplomatic language should be obscure, 
and that other States should have found it difficult, if not 
impossible, to recognise it by international instruments.”’ 

By the Nine-Power Treaty of 1922 the signatories not 
only undertook to respect the sovereignty and territorial 
integrity of China, but promised to refrain from taking 
advantage of conditions in that country to seek special 
rights and privileges there, but Japan has never admitted 
that these privileges depend for. their validity upon any 
international agreement. Viscount Ishii voiced the senti- 
ments of all Japanese when he stated, in his Memoirs, 
that ‘‘ Even if the Lansing-Ishii agreement* is abolished, 
Japan’s special interests unshakenly exist there. The 


* By this agreement, arrived at in 1917, the U.S. Government 
recognised that Japan had ‘‘ special interests ’’ in China. 











special interests which Japan possesses in China neither 

were created by an international agreement, nor can they 

become the objects of abolition.”’ ' 
Aims of Japanese Policy. 

The Commission next gives an outline of Japan's policy 
towards Manchuria during the past twenty-five years, 
showing that the successive Governments in Tokyo have 
had the same general aims, but have differed as to the 
manner in which those aims should be pursued. But there 
was one cardinal feature common to all the policies fol- 
lowed, and this was the tendency to regard Manchuria as 
distinct from China proper. Reference is then made to 
the alternation of a so-called ‘‘ friendship policy ’’ anda 
‘* positive policy ’’ adopted by the Japanese Cabinets 
since 1922 and generally identified with the names of 
Baron Shidehara and General Baron Tanaka respectively, 
and the Report states that :— 

‘‘ The Japanese Government has generally pursued a firmer 
policy in Manchuria than elsewhere in China, in order to pre- 
serve and develop those vested interests which are peculiar to 
that region . . . the Washington Conference, although it had 
a marked effect on the situation in the rest of China, made 
little actual change in Manchuria. The Nine-Power Treaty 

. has had but qualified application to Manchuria in view 
of the character and extent of Japan’s vested interests there, 
although textually the Treaty is applicable to that region . .. 
it did not materially diminish the claims based on these vested 
interests. - 

Japan’s relations with Chang Tso-lin were, on the 
whole, ‘‘ reasonably satisfactory from her point of view ” 
until, in 1928, the latter’s adventures in China proper in- 
volved Manchuria in the war between the Peking and 
Nanking Governments. Japan was determined that the 
fighting should not extend to Manchuria, and when it 
seemed possible that the Nationalist armies might carry 
the war north of the Great Wall the Japanese Govern- 
ment sent a communication to the leading Chinese 
Generals warning them that should disturbances develop 
further and the situation become so menacing as to 
threaten the peace of Manchuria, Japan ‘‘ may possibly 
be constrained to take appropriate effective steps for the 
maintenance of peace and order in Manchuria.”’ 

Japan’s relations with Chang Hsueh-liang were in- 
creasingly strained from the outset. She wished 
Manchuria to remain separate from the newly-established 
National Government at Nanking, but when the latter's 
flag was hoisted at Mukden in December, 1928, she made 
no attempt to interfere. 


The Japanese-owned Railways. 

Manchurian international politics are largely railway 
polities, and the Report next deals with the disputes 
which have arisen in connection with the South Man- 
churia Railway and the building of parallel lines. Railway 
construction began with the Russian-financed Chinese 
Eastern Railway which, after the Russo-Japanese war, was 
replaced in the South by a Japanese-controlled system, 
the South Manchuria Railway, thus making inevitable 
future rivalry between China and Japan. The South 
Manchuria Railway is, in fact, a Japanese Government 
enterprise, and its political character has led to a number 
of complications in connection with the part it plays in the 
country’s economic life. The policy of the Railway Com- 
pany has always been to finance the construction of only 
such Chinese lines as would be connected with its own 
system, and thus, by means of through-traffic agreements, 
to divert the major part of the freight to the South Man- 
churia system for seaboard export at Dairen in the Leased 
Territory. The very existence of such a foreign-controlled 
institution as the railway was looked upon with disfavour 
by the Chinese, who, as they became alive to the impor- 
tance of railway development, sought to open up new 
territory with their own lines independently of Japanese 
assistance or of the Japanese system. Hence arose the 

dispute over “‘ parallel lines ’’ which led to much bitter- 
ness of feeling, and the Commission accordingly took 
special pains to obtain information on the essential facts. 
They satisfied themselves that the undertaking by the 
Chinese not to construct ‘‘ parallel lines,’’ consistently 
maintained by the Japanese, was not contained in any 
Treaty between the two countries, but was based entirely 

















N 
ee 
on & 
Peki 

ae 
prote 
not | 
rail 
para 
be } 


railw 


Tk 
entr’ 
on t] 
men 
stan 
Com 
and, 
Japa 
doub 
state 
pote’ 
are § 
be p 
word 
whie 
was 
that 
not | 
the 
line. 
cons 
one ; 
Gov 
Tah 
line, 
railw 
more 
exist 
men 


A 
arost 
for t 
in \ 
mill 
Chin 
othe 
repa 
that 
the ] 
way 
Man 
Chir 
chur 
force 
lines 
runn 
dive: 
payr 
plair 
the : 
reas 
a 
for \ 
oN 
with 
neve 

D. 
lines 
railvy 
of tl 
whic 
wart 
cont 
with 
In t 


_ 
*r 


struc 


Peki 








os @ ®D @ 


neon 


Sod T 


a @ 


—— 





November 5, 1932. | 


THE ECONOMIST. 






Manchuna 
Supplement, 


7 





on a note made in the minutes of the eleventh day of the 
Peking Conference, on December 4, 1905, reading— 


‘ The Chinese Government engages, for the purpose of 


protecting the interests of the South Ne inchuria Railway 
not to construct, prior to the recovery by it of the said 
railway, any main line in the neighbourhood of and 
parallel to that railway, or any branch line which might 
be prejuc dicial to the interests of the above-mentione 

railway. 


The ‘' Parallel Lines ’’ Issue. 


The real question at issue, therefore, is ‘‘ whether this 
entry in the Conference minutes is a binding commitment 
on the part of China, having the force of a formal agree- 
ment, and without limitations as to the period or circum- 
stances of its application.’’ This is a matter, the 
Commission, for judgment by an impartial judicial tribunal 
and, meanwhile, the Report notes that the Chinese and 
Japanese translations of the entry in the minutes leave no 
doubt that the passage referre ‘d to was a declaration or 
statement of intention on the part of the Chinese pleni- 
potentiaries. This is not disputed by the Chinese, but there 
are serious differences of view as to the interpretation to 
be placed on the statement. Japan has claimed that the 
words used precluded China from building any railway 
which, in the opinion of the South Manchuria Railway, 
was in competition with its system. The Chinese contend 
that the only commitment was a statement of intention 
not to build lines with the deliberate object of impairing 
the commercial value and usefulness of the Japanese 
line. There has never been a definition as to what would 
constitute a parallel railway, although the Chinese desired 
one; it may be noted, however, that in 1926 the Japanese 
Government protested against the construction of the 
Tahushan-Tungliao Railway as a ‘* competitive parallel 
line,’’ pointing out that the distance between the proposed 
railway and the South Manchuria Railway would be “‘ no 
more than 70 miles on the average.’’ The same difficulty 
exists as to the definition of a main line, and no agree- 
ment on the subject has ever been arrived at. 


Say 


The Japanese Loans. 


A second group of railway issues were those which 
arose from the agreement by which Japan advanced funds 
for the construction of certain Chinese Government lines 
in Manchuria. The Japanese complain that about 150 
million yen has been expended in loans to enable the 
Chinese to build the Kirin-Changchun, Kirin-Tunhua and 
other railways and that none of this money has been 
repaid. In defence of their attitude, the Chinese maintain 
that these were not normal financial transactions, but that 
the loans were made largely by the South Manchuria Rail- 
way in order to monopolise railway construction in South 
Manchuria. As a matter of fact, as long as these new 
Chinese lines functioned as feeders to the South Man- 
churia system, the Japanese made no special efforts to 
force repayment of the loans, but when certain of these 
lines were connected with a new Chinese railway system 
running more or less parallel to the Japanese line and 
diverting traffic from Dairen to Chinese ports, the non- 
payment of the loans at once became a subject of com- 
plaint. And yet another consideration is introduced by 
the fact that many of these loans were made for political 
reasons, being advanced to the military Government of the 

Anfu clique ’’ without any restriction as to the purpose 
for which they might be used. These were the so-called 
‘ Nishihara loans,’’* which have always been suspect 
with the Chinese people, but which, in spite of this, have 
never been repudiated by the Chinese Government. 

Disputes arose over the construction of a number of 
lines, and that in connection with the Tunhua-Kwainei 
railway may be referred to as offering a good illustration 
of the conflict between Chinese and Japanese interests 
which was involved. The line fron: Changchun runs east- 
ward as far as Tunhua, and the Japanese wished it to be 
continued to the Korean border, where it would connect 
with a Japanese railway running to a nearby Korean port. 
In this way it would afford an outlet through Japanese 





* These loans were made by Japanese banks in 1917-20 for recon- 
struction purposes, but were used by the military clique in power in 
Peking to prosecute the campaign against the South. 





| consultation with the ( 


territory for the produce of a large area of central and 
northern Manchuria, and at the same time would open 
up a region rich in timber and mineral resources. The 
Japanese claim that China, by an agreement signed on 
September 4, 1909, had promised to build this line *‘ upon 
Government of Japan,’’ against a 
definite consideration. And in 1918 the Chinese Govern- 
ment and the Japanese banks signed a preliminary agree- 
ment for a loan for the construction of the line, the banks 
actually advancing 10 millions to the Chinese Government 
for the purpose. But this was one of the Nishihara loans, 
and this, in the Chinese view, affected the validity of the 
agreement. Then followed a series of complications which 
can best be described in the Commission’s own words, 
and are worth quoting as an example of the difficulties 
to be contended with in forming a judgment as to the 
merits of the Chinese or the Japanese case. 

“It was alleged that formal, definitive contracts for the 
construction of this line were signed in Peking in May, 1928, 
but there was much uncertainty regarding their validity. Such 
contracts were doubtless signed, under very irregular circum- 
stances, on May 13th-15th by a representative of the Ministry 
of Communications of the Government at Peking, then under 
Marshal Chang Tso-lin. But the Chinese contend that the 
Marshal, who was then hard-pressed by the Nationalist armies 


and was about to evacuate Peking, gave his consent that this 


official should sign, under ‘a duress of compulsion,’ due to 
threats of the Japanese that, if he should not sanction the 
contracts, his retreat to Mukden would be endangered. 


Whether Marshal Chang Tso-lin himself also signed these con- 
tracts has been a matter of dispute. After the death of the 
Marshal, the North-Eastern Political Council at Mukden and 
Marshal Chang Hsueh-liang both refused to approve the con- 
tracts on the ground that they were faulty in form and 
negotiated under duress and had never been ratified by the 
Peking Cabinet or the North-Eastern Political Council.’’ 
The controversies which arose in connection with 
through-traffic arrangements on the lines which connected 
with the Chinese system south of the Great Wall were 
equally serious, because the »y, too, involved questions of 
national policy as well as of commercial rivalry. The 
Chinese have built a number of railways west of the South 
Manchuria Railway with the object of bringing the pro- 
duce of North Manchuria down to Chinese ports. In par- 
ticular, during the two years preceding the incident of 
Se ptember 1931, they attempted to operate these lines as 
a great Chinese railway system and made efforts to route 
all freight, if possible, exclusively over the Chinese- 
operated lines, with a seaboard exit at the Chinese port 
of Yingkow (Newchwang) and potentially at Hulutao. As 
a re sult, the Chinese made through-tr: affic arrangements 
for all parts of their railway system and refused in impor- 
tant sections to make similar traffic arrangements 
between their lines and the South Manchuria system. The 
Japanese claimed that this discrimination deprived the 
latter of much freight from North Manchuria which would 
normally pass over at least a part of its system and would 
find an outlet at Dairen. At the same time a bitter war 
in rates sprang up, and incidentally, each side accused the 
other of giving secret rebates in favour of their own 
nationals. These issues were highly technical and involved 
and the Commission found it difficult to determine the 
justice of the charges which each side was making. View- 
ing the many railroad issues as a whole, it is evident, they 
state, that a number of them were quite capable of settle- 


ment by ordinary arbitral or judicial process, but that 
others were due to intense rivalry between China and 
Japan which resulted from a deep-seated conflict in 


national policies. 


The Twenty-one Demands. 


The Report next deals with the Twenty-One Demands 
of 1915, and the subsequent Treaties and Notes by which 
Japan acquired, 

(1) The extension of the term of the lease of the Kwan- 


| tung Leased Territory to 99 vears. 


| 





(2) The prolongation of the period of Japanese posses- 
sion of the South Manchurian Railway and the Antung- 
Mukden Railway to 99 years. 

(3) The grant to J: apanese subjects of the right to lease 
land in the interior of South Manchuria, i.e., outside those 
areas opened by treaty to foreign residence and trade. 
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(4) The grant to Japanese subjects of the right to 
travel, reside and conduct business in the interior of 
South Manchuria and to participate in joint Sino-Japanese 
agricultural enterprises in Eastern Inner Mongolia. 

At the Paris Conference in 1919 China demanded the 
abrogation of the Treaties of 1915 on the ground that they 
had been signed ‘* under coercion of a Japanese ultimatum 
threatening war,’’ and at the Washington Conference the 
Chinese delegates claimed that they lacked ‘‘ fundamental 
validity,’’ because they had been concluded under duress 
and had been consistently condemned by public opinion 
in China. The Japanese, on their side, complained of re- 
peated violations of their treaty rights and contended 
that the Treaties and Notes of 1915 were duly signed 
and ratified. Associated with these Treaties was the 
agitation for the recovery of the South Manchuria Rail- 
way, or for stripping that institution of its political 
character in order to reduce it to a purely economic enter- 
prise, but no concrete plan for achieving this end seems 
to have been proposed by the Chinese. Technically, the 
railway company is organised under Japanese law as a 
private joint-stock enterprise; actually it is a Japanese 
Government agency, the Government controlling a 
majority of its shares. Moreover, the company has alw ays 
been charged with broad political administrative 
functions, including police, taxation and education. The 
result was that numerous issues arose in regard to the 
administrative rights of the Japanese within the railway 
area, especially as to the acquisition of land, the levying 
of taxes and the maintenance of railway guards. 


Disputed Railway Rights. 


The right of the railway company to maintain practically 
complete municipal Governments in the railway area 
rested legally on a clause in the original Russo-Chinese 
Agreement of 1896, which gave the railway company 
** absolute and exclusive right of administration of its 
lands.’’ Both the Russian and the Japanese Governments 
interpreted this provision as granting political control of 
the railway area, but the Chinese have always denied that 
it was intended to grant such broad administrative rights 
as control of police and taxation. Frequent controversies 
resulted on questions of the right to acquire land, which 
the Chinese contended the Japanese used in order to 
obtain additional territory, and the right to levy taxes. 
But the most serious cause of friction was the issue as to 
the railway guards. Japan based her right to maintain 
them on the provision in the 1896 Agreement, mentioned 
above, and on a subsequent agreement which formed an 
annex to the Treaty of 1905. Russia had maintained the 
guards and when she transferred her rights to Japan, in 
1905, the two countries, as between themselves, reserved 
the right to maintain the guards “‘ not to exceed fifteen 
men per kilometre *’ on their respective railways. But in 
the subsequent Treaty of Peking between Japan and China 
the Chinese Government did not give its assent to this 
particular provision of the Treaty of Portsmouth. China 
and Japan, however, did include the following provision in 
Article II. of the Additional Agreement of December 22, 
1905, which is an Annex to the Peking Treaty : — 

‘‘In view of the earnest desire expressed by the Imperial 
Chinese Government to have the Japanese and Russian troops 
and railway guards in Manchuria withdrawn as soon as 
possible, and in order to meet this desire, the Imperial Japanese 
Government, in the event of Russia’s agreeing to the with- 
drawal of her railway guards, or in case other proper measures 
are agreed to between China and Russia, consents to take 
similar steps accordingly. When tranquillity shall have been 
re-established in Manchuria and China shall have become 
herself capable of affording full protection to the lives and 
property of foreigners, Japan will withdraw her railway guards 
simultaneously with Russia.’ 
































































Russia withdrew her guards many years ago, and, 
the Agreements of 1924, relinquished her right to “ a. 
them. But Japan has consistently held that ‘tranquillity 
has not been established and that China is not capable of 
affording protection to foreigners. Recently, in fact, she 
has appeared inclined to defend her use of these guards 


necessity under the existing state of affairs in Manchuria.’ 


Chinese authorities were able to give adequate protec- 
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tion to the South Manchuria Railway, as they were doing 
for the other railways in Manchuria, provided the Japanese 
guards would permit them to do so. Nor has the Govern. 
ment ever admitted that the stipulation in the Treaty of 
Peking conferred e Pee right on Japan; it was merely 
declaratory of a , facto situation of a provisional 
character. 


Other Causes of Friction. 


Similar difficulties arose over the Consular police. The 
Japanese claimed that the right to maintain them was a 
corollary to the right of extra-territoriality; that it was 
merely an extension of the judicial functions of the Con. 
sular courts, these police being necessary to protect and 
discipline Japanese subjects. And, as a practical matter, 
they apparently believed that their presence in Manchuria 
was a necessity under the conditions which prevailed 
there. 

The Chinese Government have frequently protested that 
the stationing of these police, especially in centres like 
Harbin and Tsitsihar, outside the railway area, was a viola- 
tion of China’s sovereignty and without treaty basis. As 
the Report concludes, ‘“ Whether justified or not, the 
presence of Consular police led in a number of cases to 
serious conflicts between members of their force and those 
of the local Chinese authorities.”’ 

The right of the Japanese to reside, travel and conduct 
commercial enterprises in interior places in South Man- 
churia was objectionable to the Chinese because in no 
other part of China were foreigners as a class permitted to 
reside and to engage in business outside the Treaty Ports. 
The fact that restrictions were placed upon the residence 
and business activities of Japanese subjects in the interior 
of South Manchuria, and that orders were issued by 
various Chinese officials prohibiting Japanese from resid- 
ing outside the Treaty Ports or from renewing leases of 
buildings, was not contested in the documents furnished 
to the Commission by the Chinese Assessor. ‘‘Official pres- 
sure, sometimes supported by severe police measures, was 
exerted upon the Japanese to force them to withdraw from 
many cities and towns in South Manchuria and Eastern 
Inner Mongolia, and upon Chinese property owners to 
prevent them from renting houses to Japanese.”’ 


The Chinese Attitude. 


The Chinese justified their actions on the ground that 
they regarded the Treaties of 1915 as without ‘‘ funda- 
mental validity,’’ and for the same reason they justified 
the strict regulations made against the purchase of land 
by the Japanese, their ownership of it in freehold, or their 
acquisition of a lien through pooner A clause in the 
Treaty of 1915 stated that ‘ Japanese subjects in South 
Manchuria may, by negotiation, lease land necessary for 
erecting suitable buildings for trade and manufacture or 
for prosecuting agricultural enterprises.’ An exchange of 


Notes at the time of the Treaty defined the expression 
‘* lease by negotiation ’’ to imply, according to the Chinese 
version, ‘* a long-term lease of not more than thirty years 


and also the possibility of its unconditional renewal,’’ but 
the Japanese version simply provided for ‘‘ leases for a 
long term up to thirty years and unconditionally renew- 
able.’ Disputes naturally arose over the question 
whether the Japanese land leases were, at the sole option 
of the Japanese, ‘* unconditionally renewable.’’ As 
regards the legal aspect, the Report says :— 
‘‘In making strict regulations against the purchase of land 
. the Chinese authorities appeared to be within their legal 
rights, since the Treaty granted only the privilege of leasing 
land. The Japanese, however, complained that it was not in 
conformity with the spirit of the Treaty to forbid mortgages 
upon land. Chinese officials, however, did not accept the 
validity of the Treaty and consequently put every obstacle in 
the way of Japanese leasing land, by orders, provincial and 
local, calculated to make the leasing of lands to Japanese 
punishable under the criminal laws; by imposition of special 
fees and taxes payable in advance; and by instructions to local 
officials prohibiting them, under threat ‘of punishment, from 
approving such transfers to Japanese.”’ 


Many attempts to settle these differences by negotiation 
were made, but withcut success. This was due to the 


flict between rival State policies, and, as the Commission 


fact that the controversy arose out of the fundamental con- 
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remarks, the allegations and counter-statements as to 
violation of agreements were less consequential in them- 
selves than the underlying objectives of each policy. 


The Korean Problem. 

The Korean problem is given a section to itself in this 
chapter. It is a complicated one, because, as in the other 
major issues, the agreements governing the status of the 
Koreans are variously interpreted by the two parties. An 
additional difficulty is introduced by the fact that in the 
Chientao district, near the Korean frontier, the 400,000 
Korean residents outnumber the Chinese by three to one. 
The Japanese claimed that the Koreans were entitled, as 
Japanese subjects, to the privileges of land-leasing acquired 
by Japan by the Treaties of 1915; they also refused to 
recognise the naturalisation of Koreans as Chinese sub- 
jects. The use of Japanese consular police to protect the 
Koreans was resented by the Chinese and led to innumer- 
able clashes between Chinese and Japanese police, and by 
1927 these incidents led the Chinese to pursue a policy 
of restricting the free residence in Manchuria of Koreans 
owing to a belief that these settlers had become “ a van- 


guard of Japanese penetration and absorption ’’ of 
Manchuria. 
Actually, there exist no Sino-Japanese agreements 


which specifically grant or deny the right of Koreans to 
settle, reside and conduct occupations outside the Treaty 
Ports, or to lease or otherwise acquire land in Manchuria, 
except in the Chientao district. Probably, however, over 
400,000 Koreans do live in Manchuria outside Chientao, 
the vast majority being tenant-farmers growing rice under 

rental contracts, on a crop-division basis with the Chinese 
lial, . 

The Chientao Agreement. 

The Chinese deny that the Koreans have the right to 
purchase or lease land outside Chientao, on the ground 
that the only Sino-Japanese agreement on the point is the 
Chientao Agreement of 1909, providing that “‘ the resi- 
dence of Korean subjects, as heretofore, on agricultural 
lands lying north of the River Tumen ’’ should be per- 
mitted by China. This Agreement, they contend, is in 
itself a self-contained instrument ‘ ‘ purporting to settle, 
by mutual concessions, local issues then pending between 
China and Japan in that area.’’ Both countries continued 
to observe the Agreement after the annexation of Korea by 
Japan in 1910, and China contended that the Treaty of 
1915 could not alter its stipulations, especially as the new 
Treaty contained a clause specifying that ‘* all existing 
treaties between China and Japan relating to Manchuria 
shall, except as otherwise provided for by this Treaty, 
remain in force.’’ 

The Japanese position is that, inasmuch as the Koreans 
became Japanese subjects by virtue of the annexation of 
their country, the provisions of the Treaty of 1915 con- 
cerning South Manchuria apply equally to the Koreans. 
The Japanese Government maintained that the Chientao 
Agreement was superseded by those provisions of the 1915 
agreements in conflict therewith, and that the Chinese 
contention that the Chientao Agreement is a self-contained 
instrument is untenable, since the right secured by the 
Koreans in Chientao was actually in consequence of 
Japan’s agreement to recognise that region as a part of 
Chinese territory. 

A conflict also arose over the problem of dual 
nationality. A considerable number of Koreans have be- 
come naturalised as Chinese, but the Japanese nationality 
laws have never permitted Koreans to lose their Japanese 
nationality. The Chinese feared that the Koreans might, 
by temporarily acquiring Chinese nationality, become 
potential instruments of a Japanese policy of acquiring 
agricultural lands, and orders were issued by the Kirin 
Provincial Government in 1930 to the effect that ‘‘ when 
a naturalised Korean purchases land, investigation must 
be made in order to discover whether he wants to purchase 
it as a means of residing as a permanently naturalised 
citizen or on behalf of some Japanese.’ 

An equally serious cause of conflict between the two 
countries arising from the Korean problem has been the 
alleged Chinese oppression of the Koreans. The Japanese 
assert that about the end of 1927 a movement for perse- 
cuting Korean in.migrants in Manchuria broke out, under 


compelling them to re-migrate, 


Chinese official instigation, and numerous translations of 
orders issued by the authorities, both central and local, 
were submitted to the Commission as evidence of a definite 
Chinese policy of oppressing the Koreans by foreing them 
to become naturalised, driving them from their rice-fields. 
subjecting them to arbi- 
irary levies and exorbitant taxation, and inflicting upon 
them many brutalities. To quote the Report, 

“The fact that the Manchurian authorities did issue orders 
discriminatory against non-naturalised Koreans is not denied 
by the Chinese, the number and character of these orders and 
instructions, especially since 1927, establishing beyond a doubt 
that the Chinese authorities in Manchuria generally regarded 
the Korean infiltration, in so far as it was accompanied by 
Japanese jurisdiction, as a menace which deserved to be 
opposed.”’ 

The Wanpaoshan Affair. 


For this reason the Commission gave special attention 
to the Korean problem and obtained all the information 
possible regarding the Wanpaoshan Affair of July 1, 1931 
und the anti-Chinese riots in Korea which broke out two 
days later. They found that the intrinsic importance of 
the former was greatly exaggerated; there were no 
casualties, and the incident was no more serious than 
several others involving clashes between Chinese and 
Japanese police which had occurred during the past few 
years. It was merely a dispute as to the right of some 
Korean farmers to dig irrigation canals to water a plot of 
land they had leased from a broker, who had himself 
leased the land from the Chinese owners under a stipula- 
tion that the contract should be null and void in case the 
District Magistrate refused to approve its terms. He sub- 
let the land, however, wifhout obtaining the magistrate’s 
approval of his original contract, and the result was that 
when Chinese cultivators of the land nearby (traversed by 
the canal cut by the Koreans) protested to the Wanpao- 
shan authorities it was found that the lease was invalid. 
Attempts at arranging the matter failed, and as the 
Koreans continued to cut the canal, a party of 400 Chinese 
farmers drove the Koreans away. The Japanese con- 
sular police thereupon opened rifle fire to disperse the 
mob and protect the Koreans, but there were no 
casualties. 

This was on July 1st, and the serious nature of the in- 
cident was only realised when it was seen to what extent 
it was capable of raising feelings of bitterness in Korea 
itself. Had the accounts of what occurred not been grossly 
exaggerated it is doubtful whether the reaction in that 
country would have taken a serious form, but so sensa- 
tional were the reports in the Japanese and Korean press 
that violent attacks were made on Chinese in several 
towns, resulting in 127 Chinese being murdered and 393 
wounded, while damage was done to property to a value 
of 2,500,000 yen. The Chinese claimed that the Japanese 
took no adequate steps to prevent the outrages and were 
slow in taking action to suppress them, while the Japanese 
contended that they were due to the spontaneous outburst 
of racial feeling. The Chinese Government areca in 
Tokyo, charging Japan with full responsibility for failing 
to suppress the riots, and, as regards W: anpaoshan, nego- 
tiations and exchanges of Notes went on for several weeks 
but only served to show the conflict of views as to the 
position and rights of the Koreans. When the September 
incident occurred at Mukden a complete solution of the 
question had not been reached. 


Murder of Captain Nakamura. 

The next problem to which the Commission turned 
its attention was that resulting from the death of Captain 
Nakamura, viewed by the Japanese as “* the culminating 
incident of a long series of events which showed the 
utter disregard of the Chinese for Japanese rights and 
interests in Manchuria.”’ The fact that he was killed by 
Chinese soldiers was established, but the usual conflict 
of views was met with as to the circumstances of his 
death and the degree of responsibility attaching to the 
Chinese. The contentions of the two parties may be 
quoted in the Commission’s words :— 

‘‘The Japanese insisted that the killing of Captain Naka- 
mura and his companions was unjustified and showed arrogant 
disrespect for the Japanese army and nation; they asserted 
that the Chinese authorities in Manchuria delayed to institute 
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official inquiries into the circumstances, were reluctant to 
assume responsibility for the occurrence, and were insincere 
in their claim that they were making every effort to ascertain 
the facts in the case. 

‘The Chinese declared, at first, that Captain Nakamura 
and his party were detained pending an examination of their 
permits which, according to custom, were required of foreigners 
travelling in the interior; that they had been treated well; 
and that Captain Nakamura was shot by a sentry while en- 
deavouring to make his escape. Documents, including a 
Japanese military map and two diaries, they stated, were 
found on his person, which proved that he was either a military 
spy or an officer on special military mission.” 


Among the facts as to which the Commission were able 
to satisfy themselves were the following :—Captain 
Nakamura was on active service and was on a mission 
under the orders of the Japanese army. While passing 
through Harbin he represented himself as an agricultural 
expert. He was then warned that the region in which 
he intended to travel was a bandit-ridden area, and this 
fact was noted on his passport. He was arrested by 
Chinese soldiers and shot, his body being cremated to 
conceal the evidence of the crime. 

On the Japanese officials informing the local Chinese 
authorities that they had definite evidence that Captain 
Nakamura had been killed by Chinese soldiers investiga- 
tions were set on foot, and the Chinese sent two com- 
missions to the scene of the affair. Chang Hsueh-liang, 
then in Peking, sent one of his Japanese military advisers 
to Tokyo to make it clear that he wished to settle the 
case amicably; he also sent a high official on a special 
mission to Tokyo to consult with Baron Shidehara, the 










Foreign Minister, in order to ascertain what common 
ground might be found for a solution of various pending 
questions concerning Manchuria. Meanwhile the 
Chinese authorities placed under arrest the commander 
of the troops responsible for Captain Nakamura’s death, 
and it was generally understood that an amicable settle. 
ment of the case was in sight. The Chinese authorities 
admitted to Japanese consular officials in Mukden op 
September 18th that Chinese soldiers were responsible 
for the killing, so that diplomatic negotiations were 
apparently proceeding favourably up to the night of the 
Mukden incident itself. 


The Commission’s Comment. 


The Commission comments on the feeling aroused in 
Japan as follows :— 


‘The Nakamura case, more than any other single incident, 
greatly aggravated the resentment of the Japanese and their 
agitation in fave _ of forceful means to effect a solution of 
outstanding Sino-Japanese difficulties in regard to Manchuria 

Captain Nakamura was an army officer on active service, 
a fact which was pointed to by the Japanese as a justification 
for strong and swift military action. Mass meetings were held 
in Manchuria and in Japan for the purpose of crystallising 
public sentiment in favour of such action. During the first 
two weeks of September the Japanese press repeatedly declared 
that the army had decided that ‘ the solution ought to be by 
force,’ since there was no other alternative. . . Time and 
again the opinion was expressed that the policy of leaving so 
many issues in Manchuria unsettled had caused the Chinese 
authorities to make light of Japan. Settlement of all pending 
issues, if necessary by force, became a popular slogan.’’ 


CHAPTER IV. 
THE EVENTS OF SEPTEMBER 18 AND AFTERWARDS. 


The Commission next turned its attention to the 
incident of September 18th and conducted an extensive 
inquiry into the events of that night. Evidence was 
taken from numerous Officials and military officers of 
both parties, and statements were made by Chang 
Hsueh-liang and by General Honjo, the Japanese Com- 
mander-in-Chief in Manchuria. The Japanese version of 
the affair is given first. According to this a small patrol 
was proceeding along the railway track about 10 p.m. 
towards and quite close to Mukden when they heard an 
explosion behind them. Turning back they found that a 
portion of one of the rails had been blown out, creating a 
gap of 31 inches. On arrival at the spot the patrol was fired 
upon from the fields, but on its returning the fire the 
attacking body retreated northwards. Moving in pursuit, 
the patrol was soon fired upon by a large body of men, 
estimated at between 300 and 400. Fearing he would be 
surrounded the officer in command telephoned to batta- 
lion headquarters at Mukden for reinforeements. At this 
moment the train from Changchun approached, and 
when it reached the site of the explosion it was seen to 
sway and heel over to one side, but it recovered and 
passed on without stopping, reaching Mukden on time at 
10.30 p.m. 


The Attack on the Mukden Barracks. 


Reinforcements arrived from Mukden and Fushun, and 
the Japanese forces then numbered about 500. The officer 
in command, believing, as he said, that ‘‘ offence is the 
best defence,’’ at once ordered an attack on the Chinese 
barracks at Peitaying, just north of Mukden, though he 
understood that the troops there numbered 10,000. The 
attack was vigorously contested by the Chinese, and there 
was fierce fighting for some hours. By 6 a.m. however, 
after a gate had been blown in by shells from a small 
cannon left in an outhouse immediately opposite to it by 
the Chinese, the entire barracks were captured at the cost 
of two Japanese killed and twenty-two wounded. The 
Japanese stated that they buried 320 Chinese, but only 
found about twenty wounded. 

Meanwhile, Colonel Hirata had received news of the 
action of the patrol and of the intention of the officer com- 
manding the reinforced troops to attack the barracks. He 


approved this action, and decided himself to attack the 
walled city. This he began to do at midnight, and by 
3.40 a.m. the city was in his hands, as little resistance was 
offered except by Chinese police in the streets, of whom 
75 were killed. The arsenal and aerodrome were captured 
at 7.30 a.m. 


The Chinese Version. 


The Chinese version differs from the above in nearly 
every particular. On the night in question all the soldiers 
of the 7th Brigade, numbering 10,000, were in the North 
Barracks. As instructions had recently been received 
from Chang Hsueh-liang that spécial care was to be taken 
to avoid any clash with the Japanese troops the sentries 
on duty were only armed with dummy rifles. The Japanese 
had been carrying out night mancuvres round the barracks 
on the four preceding nights, and at 7 p.m. on the 18th 
they were at a village just outside Mukden. At 9 p.m. 
a Chinese officer reported that a train composed of three 
or four coaches, but without the usual type of locomotive, 
had stopped there. At 10 p.m. the sound of an explosion 
was heard, followed by rifle fire. Almost at once the 
Japanese attacked the barracks; at 11 p.m. a general 
attack on the south-west corner began, and at 11.30 the 
Japanese had effected an entry. Meanwhile, the Chief of 
Staff had reported by telephone to the Commanding 
Officer (then at his private house six or seven miles away), 
who had replied that no resistance was to be offered. 
Accordingly, the greater part of the Chinese troops left the 
barracks and succeeded in making their way to a village 
nearby, but the 620th Regiment offered some resistance. 
This they were compelled to do owing to finding them- 
selves cut off, so that they had no option but to fight 
their way through. This they succeeded in doing, with 
some loss, by 7 a.m., rejoining their comrades, and the 
whole body then moved off towards Kirin. The Japanese 
residents there were so alarmed at the approach of Chinese 
troops that reinforcements were at once sent from Chang- 
chun and elsewhere. Consequently the Chinese’ turned 
back towards Mukden, and marching round the town by 
night, eventually reached the Peking railway, where they 
were able to secure seven trains which brought them to 
Shanhaikwan by October 4. 
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After interviewing a very large number of witnesses, in- 
cluding representative foreigners and others who visited 
the scene of tle conflict, the Commission came to the 
following conclusions : 

‘Tense feeling undoubtedly existed between the Japanese 
and Chinese military forces. The Japanese . had a care- 
fully prepared plan to meet the case of possible hostilities be- 
tween themselves and the Chinese. On the night of September 
[8th-19th this plan was put into operation with swiftness and 
precision. The Chinese, in accordance with the instructions 
referred to . . . had no plan of attacking the Japanese troops, 
or of endangering the lives or property of Japanese nationals 
at this particular time or place. They made no concerted 01 
authorised attack on the Japanese forces, and were surprised 
by the Japanese attack and subsequent operations. An ex- 
plosion undoubtedly occurred on or near the railroad between 
10 and 10.30 p.m. on September 18th, but the damage, if any, 
to the railroad did not in fact prevent the punctual arrival of 
the south-bound train from Changchun, and was not in itself 
sufficient to justify military action. The military operations of 
the Japanese troops during this night . . . cannot be regarded 
as measures of legitimate self-defence. In saying this, the 
Commission does not exclude the hypothesis that the officers on 
the spot may have thought they were acting in self-defence.” 


Further Japanese Operations. 


Resuming the narrative of the subsequent events, the 
Report notes that all the Japanese forces in Manchuria, 
and some of those in Korea, were brought into action 
almost simultaneously on the night of September 18th 
over the whole area of the South Manchuria Railway from 
Changehun to Port Arthur. The Chinese troops at 
Antung, Yingkow and other smaller towns were overcome 
and disarmed without resistance. Changchun was occu- 
pied on September 18th-19th, Kirin on September 21st 
and Hsinmin and Liaoyuan on September 22nd. 

These movements completed the military operations 
which were then considered necessary, and the subse- 
quent actions of the Japanese in bombing Chinchow, 


on October 8th, and of occupying Tsitsihar, which 
they did on November 19th, were part of a new 


campaign forced upon the Japanese, as they claimed, 


by the activities of disbanded soldiers and bandits, 
anti-Japanese demonstrations at Chientao, and other 
provocations. According to the Japanese account, the 


bombing of Chinchow was chiefly directed against the 
barracks aud the buildings where the offices of the Civil 
Government of Liaoning Province had been established, 
but neutral observers reported that the barracks were in 
fact not touched at all, and a large number of bombs fell 
everywhere in the town, even on the hospital. 


The Nonni Bridge Fighting. 


As for the occupation of Tsitsihar, this followed on the 
Nonni Bridge fighting, the story of which is related in de- 
tail. The railway bridges appear to have been destroyed by 
Ma Chan-san in order to prevent the advance towards Tsit- 
sihar of a rival General, who was aiming at seizing the 
Provincial Government of Heilungkiang by force. As the 
railway on which the bridges were situated—the Taonan- 
Anganchi Railway—had been built with capital supplied 
by the South Manchuria Railway and the line pledged as 
security for the loan, the Japanese felt that the interrup- 
tion to the traffic on this line eculd not be allowed to con- 
tinue at a season when the transportation of crops from 
the north of Manchuria was particularly needed. They 
accordingly requested Ma Chan-san to have the bridges 
repaired as soon as possible, and on the same day a small 
party of employees of the Taonan-Anganchi Railway and 
the South Manchuria Railway, without military escort, 
attempted to inspect the damage to the bridges. They 
were fired upon by Chinese troops, and the Japanese 
local commander accordingly demanded the comple- 


tion of the repairs by noon of November 3rd, failing 
which engineers of the South Manchuria Railway 


would take over the work. The Chinese asked for an ex- 
tension of the time-limit, but this was not granted, and 
after another ultimatum from the Japanese to both the 
Chinese Generals, Japanese engineers started work on the 
repair of the bridges, under the protection of Japanese 
troops, on November 4th. 
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that day, after unsuccessful attempts to secure the with- 
drawal of the Chinese troops had been made by a mixed 
commission of Japanese ofticers and Chinese officers and 
civil oilicials. Reinforcements arrived for the Japanese, 
and after two days’ fighting the Chinese front was rolled 
up and Tahsing station occupied. 

Conflicting accounts were given to the Commission as to 
the reason for the operations which followed and ended in 
the occupation of Tsitsihar. The Japanese appear to have 
insisted upon Ma Chan-san’s retirement from the area, 
with his troops, and on his failing to comply they attacked 
and caused him to retreat, first to Tsitsihar, and then to 
Hailun, where the offices of the Provincial Government 
were established. The Japanese justified their action by 
stating that the Chinese troops in the district numbered 
about 35,000, or double the strength of their own forces 
in Manchuria at that moment, and that, as the Chinese 
were showing an increasingly threatening attitude, they 
felt themselves unable to protect the Taonan-Anganchi 
Railway unless all Ma Chan-san’s forces retired north of 
the Chinese Eastern Railway line. 

In the same month disorders broke out at Tientsin, and 
the situation there caused the commander of the Kwan- 
tung Army to decide to send an expedition via Chinchow 
and Shanhaikwan to reinforce the small force at Tientsin. 
This expedition never reached Tientsin, as its presence 
was not needed, but it dropped bombs on Chinchow before 
returning to Hsinmin. The subsequent operations, which 
ended with the occupation of Chinchow on January 3rd, 
were ostensibly due to the necessity of dealing with the 
menace of banditry in that area, and it is admitted that 
the activities of irregular forces of all kinds increased when 
the Japanese expedition retired. To “— the Report, 
‘* Profiting by the winter season they (bandits) crossed 
the frozen Liao River at many points and raided the 
country round Mukden. The Japanese military authori- 
ties realised that, even to maintain their existing positions, 
reinforcements would be necessary, and with these rein- 
forcements they hoped to be able to get rid of the menace 
of the Chinese concentration at Chinchow.’”’ 


Occupation of Chinchow. 


The Japanese accordingly began their advance, 
meeting with little resistance, scized Chinchow and con- 
tinued the offensive down to Shanhaikwan, where they 
established a permanent contact with the Japanese garri- 
son near the Great Wall. As the Report points out, the 
complete evacuation of Manchuria by the troops of Chang 
Hsueh-liang, practically without striking a blow, was not 
unconnected with the internal conditions in China, where 
the feuds between rival Generals were still going on. 


and, 


The only other 


important military operations were in 
the Harbin area, 


and here again the fighting between rival 
Chinese leaders was the ostensible cause of Japanese inter- 
vention. Anxiety was felt for the 4,000 Japanese residents 
in or near Harbin and for the 1,600 Koreans in a Chinese 


suburb. A detailed account of the fighting is given in the 
Report, including the operations subsequent to the occu- 


pation of Harbin on February 5th. Six months of fighting 
resulted in the occupied area being extended as far as 
Hailun in the north and the districts of Fangchung and 
Hailin in the east. The Japanese claim that during August 
the troops of Ma Chan-san were again effectively routed, 
and that they have strong evidence that the General him- 
self was killed, but the Chinese assert that he is still alive. 


In August, also, action was taken against district in 
Jehol Province owing to the disappearance on July 17th 


of an official attached to the Japanese Army Headquarters 
named Ishimoto, who, the Japanese allege, was kidnapped 
by Chinese ‘‘ volunteers.”’ 

This chapter concludes with an estimate of the strength 
of the forces of the various Chinese Generals in Manchuria 
and an outline of the part Pre by irregular forces and 
bandits in the opposition to the Japanese; and the Com- 
mission states that it has received a document from the 
Chinese Government charging Japanese agents with hav- 
ing instigated bandits to serve their political interests on 


Hostilities actually began on | many occasions during the last twenty or thirty years. 
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The Shanghai affair is only referred to because of the in- 
fluence it exerted upon the situation in Manchuria. The 
resistance offered by the Chinese 19th Route Army at 
Shanghai improved the Chinese morale, and the feeling 
became general that China must be saved by her own 
efforts. The Sino-Japanese conflict was brought home to 
the people throughout the country; opinion hardened and 


‘* MANCHUKUO ”’ 


The stages in the formation of the new State of Man- 
chukuo are outlined in some detail in the Report and the 
organisation of the present Administration is described. 
Here, for the first time, the Commission departs from its 
rule of placing on record the versions of past events given 
by the two sides and leaving these to speak for themselves, 
and sums up its narrative with a note of ‘* conclusions "’ 
or “‘ comments.’’ The attack on Mukden created a panic 
among the Chinese population, and during the days follow- 
ing September 18th over 100,000 Chinese residents left by 
railway to Peking, while many also went into hiding. The 
police disappeared, and the municipal, district and 
provincial administrations completely broke down. The 
Japanese accordingly undertook the organisation of a 
local government and within three days normal civil 
administration was restored. On October 20th the reins 
of municipal government were handed back to a qualified 
Chinese body, with Dr. Chao Hsin-po, a lawyer who had 
studied in Japan, as Mayor. The next problem was to 
reorganise the provincial administration in each of the 
three Provinces of Liaoning, Kirin and Heilungkiang, and 
with the assistance of Japanese advisers this was done 
in an extraordinarily short time. In Heilungkiang, how- 
ever, the fighting between the rival Chinese Generals and 
the fact that the attitude of Ma Chan-san was ambiguous 
for some time delayed a settlement, and it was not until 
January 25, 1932, that a Self-Government Guiding Com- 
mittee was established at Tsitsihar. Over each Govern- 
ment the Japanese maintained a large measure of control. 


Independence Declared. 


The local self-governing administrations thus estab- 
lished were subsequently combined in a separate and in- 
dependent ‘* State.’’ To understand the ease with which 
this was accomplished and the amount of evidence which 
it was possible to bring forward of Chinese support for it 
it is necessary to consider the peculiar feature of Chinese 
organised life which in some circumstances is a strength 
and in others a weakness. This is described as follows in 
the Report. 

‘The community obligations recognised by the Chinese are 
rather to the family, to a locality or to persons, than to the 
State. Patriotism as it is understood in the West is only be- 
ginning to be felt. Guilds, associations, leagues, armies, are all 
accustomed to follow certain individual leaders. If, therefore, 
the support of a particular leader can be secured by persuasion 
or coercion, the support of his adherents over the whole area of 
his influence follows as a matter of course.”’ 


The chief agency in bringing about independence was 
the Self-Government Guiding Board, which was stated to 
have been organised and in large part officered by 
Japanese—though its chief was a Chinese—and to have 
functioned as an organ of a department of the Kwangtung 
Army Headquarters. As early as January the Chief of the 
Board was already making plans for the new State which, 
it was reported, was to be established on February 10th, 
but the Harbin outbreak and the attitude of Ma Chan-san 
led to delay. A Conference was held at Mukden on Feb- 
ruary 16th-17th, however, at which the new Governors of 
the three Provinces and two other officials decided that a 
new State should be established and that a North-Eastern 
Administrative Council should be organised to exercise 
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CHAPTER V. 
SHANGHAI. 


the spirit of resistance increased. As regards the incident 
at Nanking, this the Commission believe to have prob- 
ably been caused by a misunderstanding; in any Case, no 
casualties were reported, and the most important conse. 
quence of the affair was that it led to the temporary 
removal of the Chinese Government from Nanking to 
| Loyang. 


CHAPTER VI. 
AND ITS FORMATION. 


supreme authority over the Provinces. This Council was 
constituted on February 17th, and at once decided to 
adopt the republican system for the new State; to respect 
the autonomy of the constituting Provinces; to give the 
title of ‘* Regent ’’ to the Chief Executive; and to issue 
a Declaration of Independence. This Declaration was 
published the next day. It referred to the necessity for 
the establishment of a new State, and promised the 
people, now that relations with Nanking had been severed, 
the enjoyment of good government. At a subsequent 
meeting the Council decided to establish a Republic and 
to ask the ex-Emperor Hsuan-Tung to become the Chief 
Ixecutive; also to make Changchun the capital and to 
style the new era of government ‘‘ Tatung,’’ or Great 
Harmony. 

The next step was to get formal support for the plan 
from the districts and provinces, and with this object the 
Self-Government Guiding Board took a leading part in 
organising popular manifestations in many parts of the 
country. New ‘‘ Acceleration Societies ’’ sprang up, to 
hasten the foundation of the new State, and mass meet- 
ings and parades were held under their auspices. At 
Mukden, for example, a meeting was held on Febru- 
ary 28th at which about 600 persons took part, including 
all the district officers of the Province, when a declaration 
was issued stating that it expressed the joy of the 16 
million inhabitants of Fengtien (as Liaoning Province 
was rechristened) at the downfall of the old oppressive 
military caste and the dawn of a new era. Similar demon- 
strations were organised at Tsitsihar and other centres. 

The Self-Government Guiding Board next convened an 
All-Manchuria Convention, which met at Mukden on 
February 29th. Here a resolution was passed designating 
the former Emperor as provisional President, and a com- 
mittee was sent to Port Arthur to convey the invitation. 
This was accepted and Mr Pu-yi proceeded to Changchun 
where, on March 9th, the ceremony of inauguration was 
held. The next day the principal members of the Govern- 
ment were appointed and a telegram was sent to the 
foreign Powers on March 12th giving notice of the estab- 
lishment of ‘* Manchukuo.”’ 
























The Part Played by Japan. 


The above is a short outline of developments which are 
narrated in some detail in the Report, which then refers 
to the part played by Japan in the following words :— 


‘““ The measures of civil administration taken by the Japanese 
military authorities between September 18th and the establish- 
ment of the ‘ Manchukuo Government,’ notably the control of 
the banks, the administration of the public utility services and 
the management of the railways, indicated that, from the com- 
mencement of the operations, objects more permanent than the 
requirements of a temporary military occupation were being 
pursued. Immediately after the occupation of Mukden guards 
were placed in or in front of all Chinese banks, railway offices, 
the administrative offices and public utility services, the office 
of the Mining Administration, and similar premises. Investiga- 
tions were then conducted into the financial and general situa- 
tion of these enterprises. When they were allowed to reopen: 
Japanese were appointed as advisers, experts, or secretaries to 
officials, usually with administrative powers. Many business 
enterprises were owned by the former administration of the 
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Three Eastern Provinces, as well as by the Provincial Adminis- 
trations; and, as the previous Government was regarded as are 
enemy Governments in time of war, no bank, no mining, agri- 
cultural or industrial enterprise, no railway offices, no public 
utility—in fact, no single source of revenue in which they had 
been interested in either their public or private capacities— 
was left without supervision.” 

Japanese action in respect of the railways was par- 
ticularly drastic. All the Chinese-owned lines north of 
the Great Wall were seized, together with their funds, 
changes were made in the tracks round Mukden to co- 
ordinate the various systems with the South Manchuria 
Railway, Japanese advisers were installed in various 
departments, and the freight rates instituted by the 
Chinese, discriminatory against the Japanese, were 
abolished. 

Among the conclusions arrived at by the Commission 
the following are important. It is clear, says the Report, 
that the Independence Movement, which had never been 
heard of in Manchuria before September, 1931, was only 
made possible by the presence of the Japanese troops. 
It is also clear that the Japanese General Staff realised 
from the start, or at least in a short time, the use which 
could be made of such a movement. In consequence, 
they provided assistance and gave direction to the 
organisers. The evidence received from all sources satis- 
fied the Commission that, while there were a number of 
factors contributing to the creation of Manchukuo, the 
two which in combination were most effective, and with- 
out which, they believed, the new State could not have 
been formed, were the presence of Japanese troops and 
the activities of Japanese officials, both civil and 
military. 


Structure of the New Government. 


The organisation of the new Government is described 
in detail in a special section of this chapter, as also its 
aims, financial policy, and attitude towards the Customs 
Administration. The head of the State is the Regent, 
and he has the authority to overrule the Legislative 
Council. He is assisted by a Privy Council. The func- 
tions of the Executive department are carried out, under 
his direction, by the Premier and Ministers of State, 
forming a Cabinet, and the Premier exercises a large 
measure of executive power. Japanese officials are pro- 
minent in each department of the Administration, either 
as advisers or as substantive holders of office. In the 
Central Government alone, not including those in local 
governments or in the War Office and the military forces, 
nearly 200 Japanese are Manchukuo officials. They 
control the Board of General Affairs and the Legislative 
and Advisory Bureaux, which in practice constitute a 
Premier’s office, the General Affairs Department in the 
Ministries, the Self-Government Directing Committees in 
the Districts, and the Police Departments in the three 
Provinces. They are also found in large numbers in the 
banks, railway offices and in such bodies as the Super- 
visory Council, which supervises the conduct of officials 
and audits their accounts. 

The aims of the Government include reduction of taxa- 
tion, and of military expenditure as a means to render this 
possible, the extension of education, the development of 
schemes for public welfare and the improvement of com- 
munications. The Government states that it will weleome 


foreign financial assistance in the development of the | 


country, and that it will adhere to the principles of equal 
opportunity and of the Open Door. Reforms are contem- 
plated in the Judiciary and in the Army, and a new Central 
Bank has already been opened, which intends to unify all 
the Manchurian currencies by redeeming them for new 
notes at rates which have been officially prescribed as from 
July 1, 1982. It was not clear to the Commission, how- 
ever, how the Central Bank could hope to accomplish its 
programme with the limited amount of capital at its dis- 
posal, especially as the Government was understood to be 
borrowing 20 million yuan from it to balance the current 
Budget. 

The policy of the Government in respect of the Customs 
and the Salt Gabelle was the subject of detailed study by 
the Commission. Since the Customs funds collected in 
Manchuria had always been remitted to the Central Gov- 


ernment, the Japanese military authorities did not inter- 
fere with the Customs Administration or with the remit- 
tance of funds to Shanghai. Interference with this 
revenue was first made by the Manchukuo Government, 
on the ground that their State was independent. In June 
the Dairen and Antung Customs Houses were taken over 
by force, but the Government has stated that, in view of 
the fact that various foreign loans and indemnities were 
based on the Customs revenues, it is prepared to pay its 
equitable proportion of the annual sums necessary to meet 
these obligations. 

Supervision over the Salt Gabelle was insisted upon by 
the Japanese from the beginning on the ground that the 
greater part of the revenue from this source, though 
nominally national, had in fact been retained by Chang 
Hsueh-hang’s Government. Income from this source, in 
1930, had amounted to about $25 millions silver, of which 
$24 millions had been retained in Manchuria. Chang 
Hsueh-liang was much in arrears in his contributions to 
the Nanking Government, and these arrears have been 
remitted, since September, 1931, together with the 
monthly quotas fixed as due from Manchuria by an agree- 
ment reached between Chang Hsueh-liang and Nanking 
in April, 1930. But the surplus from the Salt revenue is 
now regarded as Manchurian, and not national, income, 
and the new Government considers it is justified in retain- 
ing it for local purposes. The salt funds at Newchwang 
and Kirin were seized by the Provincial Government in 
October, 1931, and since then they have been withdrawn 
from time to time and expended by the local authorities, 
while the monthly quotas have been sent to Shanghai 
regularly. On April 15, 1932, the District Inspectorate at 
Newchwang was dissolved by force, and the work of the 
former Salt Inspectorate in the Three Eastern Provinces 
was thus completely taken over by the new Comptroller's 
office of Manchukuo. The new Government has stated, 
however, that it is prepared to continue to pay its equit- 
able share of the sums required for the service of the 
foreign loans secured on the Salt revenue. 


The Commission’s Views. 


On all these facts regarding the new Government the 
Commission comments as follows :— 


‘‘The programme of this ‘Government’ contains a number 
of liberal reforms the application of which would be desirable, 
not only in Manchuria, but also in the rest of China; in fact, 
many of these reforms figure equally in the programme of the 
Chinese Government. In their interviews with the Commis- 
sion, the representatives of this ‘Government’ claimed that, 
with the help of the Japanese, they would be able to establish 
peace and order within a reasonable time, and would thereafter 
be able to maintain it permanently. They expressed the belief 
that they would be able to secure the support of the people in 
time by assuring them an honest and efficient administration, 
security from bandit raids, lower taxation as the result of 
reduced military expenditure, currency reform, improved com- 
munications and popular political representation. 

‘* But, after making every allowance for the short time which 
has hitherto been at the disposal of the ‘Manchukuo Govern- 
ment’ for carrying out its policy, and after paying due regard 
to the steps already taken, there is no indication that this 
‘Government’ will in fact be able to carry out many of its 
reforms. To mention but one example: there seem to be 
serious obstacles in the way of the realisation of their budgetary 
and currency reforms. A thorough programme of reforms, 
orderly conditions and economic prosperity could not be realised 
in the conditions of insecurity and disturbance which existed 
in 1932. 

‘* As regards the ‘Government’ and the public services, al- 
though the titular heads of the Departments are Chinese resi- 
dents in Manchuria, the main political and administrative 
power rests in the hands of Japanese officials and advisers. The 
political and administrative organisation of the ‘ Govern- 
ment’ is such as to give to these officials and advisers oppor- 
tunities, not merely of giving technical advice, but also of 
actually controlling and directing the administration. They 
are doubtless not under the orders of the Tokyo Government, 
and their policy has not always coincided with the official policy 
either of the Japanese Government or of the Headquarters of 
the Kwantung Army. But in the case of all important prob- 
lems, these officials and advisers, some of whom were able to act 
more or less independently in the first days of the new organi- 
sation, have been constrained more and more to follow the 
direction of Japanese official authority. This authority, in fact, 
by reason of the occupation of the country by its troops, 
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by the dependence of the ‘ Manchukuo Government’ on those 
troops for the maintenance of its authority both internally 
and externally, in consequence, too, of the more and more 
important role entrusted to the South Manchuria Railway 
Company in the management of the railways under the juris- 
diction of the ‘ Manchukuo Government,’ and finally by the 
presence of its consuls as liaison agents in the most important 
urban centres, possesses in every contingency the means of exer- 
cising an irresistible pressure. The liaison between the ‘ Man- 
chukuo Government’ and Japanese official authority is still 
further emphasised by the recent appointment of a special 
ambassador, not officially accredited, but resident in the capital 
of Manchuria, exercising in his capacity of Governor-General 
of the Kwantung Leased Territory a control over the South 
Manchuria Railway Company and concentrating in the same 
office the authority of a diplomatic representative, the head of 
the Consular Service, and Commander-in-Chief of the Army of 
Occupation.” 


The Attitude of the People. 


The Commission took a great deal of trouble to ascer- 
tain the opinions of the inhabitants of Manchuria, of all 
classes, as to the new regime. They found very few 
people who were favourably disposed towards it, outside 
the ranks of those minorities who expected to profit from 
the change. These latter included the Mongols, who have 
always remained a race apart from the Chinese, the 
Manchus, the Koreans and the Russians. The Manchus, 
who originally enjoyed a privileged position, lost this after 
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the fall of the Dynasty in 1911, and their lot had not beep 
a very happy one, in spite of the fact that they have beep 
almost completely assimilated with the Chinese. The 
Koreans had never been treated well by the previous Goy. 
ernment and the White Russians had been subjected to 
every kind of humiliation by the Chinese officials ang 
police. The vast majority of the Chinese inhabitants, 
however, numbering about 28 millions out of a total of 
80 millions, gave the Commission the impression of bein 
definitely antagonistic to the new Government. Of 1,550 
letters received by members of the Commission while they 
were in Manchuria, all except two were bitterly hostile to 
the new régime and to the Japanese. Chinese business 
men who were interviewed feared for their lives and 
property and frequently remarked, ‘‘ We do not want to 
become like the Koreans.’’ The professional classes 
alleged that they were spied upon and intimidated. The 
censorship of the Press and post is resented, as is also 
the prohibition of the entry into the country of news. 
papers published in China. The farmers were understood 
to fear an increase in the immigration of Koreans, whom 
they do not like and whose methods of agriculture are 
different from the Chinese. As regards the townspeople, 
in certain places they have suffered from the attitude of 
Japanese soldiers and police, and generally speaking the 
attitude of the town population is described as a mixture 
of passive acquiescence and hostility. 


CHAPTER VII. 
JAPAN’S ECONOMIC INTERESTS AND THE BOYCOTT. 


In view of the important part played in the struggle 
between China and Japan by the boycott of Japanese 
goods, the Report contains a somewhat detailed study of 
the economic interests of Japan in China and, more par- 
ticularly, in Manchuria. This shows that Japan's problem 
is largely one of population, the figure for which, per 
square mile of the total surface, is 437 persons per mile 
(as against 330 in Germany and 468 in the United King- 
dom); while, if the arable land only is considered, the 
Japanese figure is the highest in the world. There are 
2,774 persons to the square mile, England coming second 
with 2,170, and Belgium third with 1,709. In Japan the 
expansion limit of tillable land has been reached, as has 
also the limit of cultivation intensity, so that the soil 
cannot be expected to produce much more than it does 
to-day, nor can it provide much additional employment. 
At the same time the price of land is exceedingly high, 
and most of the peasant cultivators are deeply in debt. 

Japan first turned to industrialisation to foster the 
growth ofan urban population which would provide a home 
market for agricultural products and turn labour to the 
manufacture of goods for domestic and foreign use. This 
policy, to succeed, depended upon a large export trade, 
and for this the United States and China afforded the best 
opportunities. In 1930 the total value of the exports was 
nearly 1,500 million yen, of which 17.7 per cent., in value, 
went to China (excluding the Kwantung Leased Terri- 
tory and Hong-Kong). Apart from this Japan has a large 
amount of capital invested in industry in China, as well 
as in railways, banking and other branches of financial 
activity. By 1929 the value of these investments, including 
those in Manchuria, was estimated to amount to 2,000 
million yen. In the same year Japan was second in the 
carrying trade of China, and in 1932 the number of 
Japanese banks in that country is put at 30. 

China is also largely dependent upon Japan, for in 1930 
over 24 per cent. of her exports went to that country, and 
nearly 25 per cent. of her imports came from it. It is 
evident, then, that in its entirety Japan’s dependence on 
China is greater than China’s dependence on Japan. 
Hence Japan is the more vulnerable and has more to lose 
in case of disturbed relations. 

The Report next turns its attention to the boycott, and 
recounts nine cases in which this weapon has been used 
against Japan on a national scale since 1908. The causes 
of these movements are described, and the part played by 
the Kuomintang in instigating them during the past six 





or seven years. Originally the boycott was designed to 
prevent the purchase of the goods of the country against 
which it was directed, but as time went on the field of 
action was extended to a refusal to export Chinese goods 
to the country concerned or to sell or render services to 
its nationals. Finally, the avowed purpose of the more 
recent boycotts has become to sever completely all 
economic relations with the ‘‘ enemy country.’’ This 
development is chiefly due to the part played by the 
Kuomintang, which, since 1925, has increased its control 
with each successive boycott until to-day it is the real 
organising, driving and co-ordinating factor in the 
movement. 

The methods employed in carrying this out are described 
in the Report; even currency notes, letters and telegram 
forms are stamped with anti-Japanese slogans, and the 
instigators see that the boycott is enforced by compelling 
all Chinese merchants to register all the Japanese goods 
they hold in stock. Powerful bodies such as the Shanghai 
Chamber of Commerce conduct propaganda through the 
Press against the trade in Japanese goods. 


Japanese Resentment. 


The Japanese feeling on the subject is well summed up 
by the Commission in the following words :— 

‘The knowledge that Japan is suffering injuries against 
which she cannot protect herself has exasperated Japanese 
public opinion. The merchants whom we interviewed at Osaka 
were inclined to exaggerate certain abuses of boycott methods 
as racketeering and blackmailing, and to under-estimate or 
even to deny completely the close relationship between Japan's 
recent policy towards China and the use of the boycott as a 
defensive weapon against that policy. On the contrary, 
instead of regarding the boycott as China’s weapon of defence, 
these Japanese merchants insisted that it was an act of 
aggression against which the Japanese military measures were 
a retaliation. Anyway, there is no doubt that the boycott has 
been amongst the causes which have profoundly embittered 
the relations between China and Japan in recent years.”’ 


Three important issues are involved in the policy and 
methods of the boyeott. First, whether the movement is 
spontaneous ; second, whether the methods employed have 
always been legal; and third, the extent of the responsi- 
bility of the Chinese Government. The conclusion of 
the Commission is that the boycotts are both popular and 
organised; that, though they originate in and are sup- 
ported by strong national sentiment, they are controlled 
and directed by organisations which can start or call them 
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off, and that they are enforced by methods which certainly | 
amount to intimidation. The main controlling authority 
js the Kuomintang. 

As to the second point, it was obvious to the Commis- 
sion that illegal acts had been constantly committed, and 
that they had not been sufficiently suppressed by the 
authorities and the courts. Modern laws, which the 
Chinese Government has now adopted, are incompatible 
with the traditional methods of trade boycotts. The 
memorandum in which the Chinese Assessor defended his 
country's point of view in the matter to the Commission 
did not contest this statement, but argued that ‘‘ the boy- 
cott is pursued, generally speaking, in a legitimate 
manne? The evidence at the disposal of the Commis- 
sion did not bear out this contention. 

The Chinese official attitude as regards the question of 
responsibility is that ‘‘ the liberty of choice in making 


” 
. 





purchases is a personal right which no Government can 
interfere with ; while the Governments are responsible for 
the protection of lives and property, they are not required 
by any commonly recognised regulations and principles to 
prohibit and punish the exercise of an elemental right of 
every citizen.”’ 

As to this the Commission can only record its convie- 
tion as to the responsibility of the Kuomintang, but the 
question of the relations between that body and the 
Government is not one which it is called upon to consider. 

I'he Kuomintang,’’ says the Xeport, “‘ may be the 
maker and the master of the Government, but to deter- 
mine at what point the responsibility of the party ends 
and that of the Government begins is a complicated prob- 
lem of constitutional law on which the Commission does 
not feel it proper to pronounce.’ 





CHAPTER VIII. 


ECONOMIC INTERESTS IN 


l'rom their examination of the commercial relations be- 
tween the two countries the Commission arrived at the 
conclusion that the economic requirements of China and 
Japan, if not disturbed by political considerations, would 
lead to mutual understanding and co-operation, and not to 
conflict. In Manchuria also their economic interests are 
not irreconcilable; in fact, their reconciliation is neces- 
sary, states the Report, if the existing resources and future 
economic possibilities of Manchuria are to be developed 
to the fullest extent. 

‘he Commission estimates the value of Japanese invest- 
ments in the country at about 1,700 million yen, nearly 
all in railways, agriculture, mining and forestry. The 
main object of these is to enable Japan to develop in Man- 
churia the production of those raw materials which are 
indispensable to her national defence. Manchuria can 
supply her with coal, oil, iron and timber, and she depends 
on that country mainly for the soya bean and its deriva- 
tives, the use of which as foodstuff and forage may increase 
in the future. On the other side of the trade picture 
Manchuria provides a regular market for Japanese manu- 
factured goods and a market which may well expand in the 
future. But, as the Report points out, Japan depends 
for the bulk of her commerce far less on Manchuria than 
she does on the United States, China proper and India. 

As to China’s interest in her North Eastern Provinces, 
the economic ties have increased in importance during the 
past few years, and the agricultural development of the 





MANCHURIA. 


country is due almost entirely to the migration there of 
millions of Chinese settlers, but, on the whole, the prin- 
cipal ties between the two countries are racial and social 
rather than economic. The Chinese settlers in general 
maintain their connection with their original homes, and, 
in fact, as the Commission states, ‘‘ the socia) and 
economic Chinese organisation in Manchuria is a trans- 
planted society which has kept the customs, dialect and 
activities of its home.’’ There is no doubt that the 
Chinese are the people best adapted for the colonisation of 
the country, and an artificial restriction of this migration 
by arbitrary measures would be as prejudicial to Man- 
churia as it would be to the over-populated Provinces from 
which the settlers come. 

The Commission’s conclusion from this review of the 
economic problems connected with Manchuria is that the 
all-important question at the present time is the estab- 
lishment of an administration acceptable to the population 
and capable of supplying the last need—namely, the main- 
tenance of law and order. No foreign Power could develop 
the country without the goodwill of the Chinese popula- 
tion-—who form about 93 per cent. of the total—but neither 
wil! China ever be free from anxiety unless these North- 
Eastern Provinces cease to afford a battle-ground for the 
ambitions of neighbouring Powers. ‘‘ It is as necessary, 
therefore, for China to satisfy the economic interests of 
China in this territory as for Japan to recognise the 
unalterably Chinese character of its population.’’ 


CHAPTER IX. 


PRINCIPLES OF 


The Report now turns to the ‘* Principles and Condi- 
tions of Settlement,’’ and the events of the past are 
dismissed with the following reflections :— | 

‘It must be apparent to every reader of the preceding | 
chapters that the issues involved in this conflict are not as 
simple as they are often represented to be. They are, on the 
contrary, exceedingly complicated, and only an intimate | 
knowledge of all the facts, as well as of their historical back- 
ground, should entitle anyone to express a definite opinion 
upon them. This is not a case in which one country has 
declared war on another country without previously exhausting 
the opportunities for conciliation provided in the Covenant of 
the League of Nations. Neither is it a simple case of the 
violation of the frontier of one country by the armed forces 
of a neighbouring country, because in Manchuria there are 
many features without an exact parallel in other parts of the 
world.’’ 

To refer to only one of these features, Manchuria, 
though legally an integral part of China, has for some 
vears had a sufficiently autonomous character to carry on 
direct negotiations with Japan on the matters which lay 
at the root of the conflict. 


SETTLEMENT. 


The issues are rendered more complicated, also, by the 
fact that a plea of justification is put forward by Japan 
for her virtual seizure of the country. The steps by which 
this was carried out are claimed to have been consistent 
with the obligations of the League Covenant and of the 
Nine-Power and the Kellogg Treaties. The administration 
which has been set up is justified on the ground that its 
establishment was the outcome of a spontaneous asser- 
tion of independence, and such a movement, 
is not prohibited by any international 
resolution of the League of Nations. 

The Commission points out that it is not their function 
to argue the issue, but to provide sufficient material to 
enable the League to settle the dispute. They, therefore, 
conclude by offering to that body their suggestions for 
securing, consistently with justice and with peace, the 
permanent interest of both the countries concerned. 


it is claimed, 
treaty or by any 


“It must be clear,’ they point out, ‘“‘from everything we 
have already said, that a mere restoration of the status quo 
ante would be no solution. Since the present conflict arose 
out of the conditions prevailing before last September to 
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restore these conditions would merely be to invite a repetition 
of the trouble. ‘It would be to treat the whole question 


theoretically and to leave out of account the realities of the 
situation.”’ 


But the maintenance and recognition of the present 
régime would be equally unsatisfactory. It is opposed to 
the interests of China, and it disregards the wishes of the 
people of Manchuria. Past experience has shown, too, 
that those who control Manchuria have exercised a con- 
siderable influence on the affairs of the rest of China—at 
least of North China, and “* to cut off these provinces from 
the rest of China, either legally or actually, would be to 
create for the future a serious irredentist problem which 
would endanger peace by keeping alive the hostility of 
China and rendering probable the continued boycott of 
Japanese goods.’’ 


Essentials for a Solution. 


The Report points out that the orderly conditions neces- 
sary for the economic development of the country can 
only be securely guaranteed by an administration which 
is in conformity with the wishes of the population; while 
it is only in an atmosphere of external confidence and in- 
ternal peace that the capital needed for the development 
of the country will be forthcoming. 

Japan, however, is actuated, in her policy, quite as 
much by anxiety for her own security as by considerations 
of trade. It is in this connection that her statesmen some- 
times speak of Manchuria as the “ life-line of Japan.’ 
The Commission’s comment on this aspect of the problem 
is that while acknowledging the interest of Japan in pre- 
venting the country being used as a base of operations 
against her, ‘‘ it may still be questioned whether the 
military occupation of Manchuria for an indefinite period 
is really the most effective way of insuring against 
this external danger; and whether, in the event of aggres- 
sion having to be resisted in this way, the Japanese troops 
in Manchuria would not be seriously embarrassed if they 
were surrounded by a restive or rebellious population 
backed by a hostile China.’’ 

The Report then refers to the interests which other 
Powers have to defend in this Sino-Japanese conflict, and, 
after emphasising that the considerations which actuated 
them at Washington in 1922 are still valid, points out that 
it is quite as much in the interest of the Western nations 
now as it was then to assist the reconstruction of China, 
and to maintain her territorial integrity. Any disintegra- 
tion of that country might lead to serious international 
rivalries, a consideration which leads to the reflection that 
any solution of the conflict which ignored the important 
interests of the U.S.S.R. in Manchuria would risk a future 
breach of the peace and would not be permanent. 


The Ten Conditions. 


The Commission then states its conclusions, in intro- 
ducing which it remarks that “‘ a satisfactory régime for 
the future might be evolved out of the present one without 
any violent change.’’ Any solution, to be satisfactory, 
should conform to the following general principles :— 
(1) CoMPATIBILITY WITH THE INTERESTS OF BOTH CHINA 

AND JAPAN. 

Both countries are members of the League, and each is 
entitled to claim the same consideration from the League. 
A solution from which both did not derive benefit would 
not be a gain to the cause of peace. 


(2) CONSIDERATION FOR THE INTERESTS OF THE U.S.S.R. 
To make peace between two of the neighbouring coun- 


tries without regard to the interests of the third would be 
neither just nor wise nor in the interests of peace. 


(3) CoNFORMITY WITH EXISTING MULTILATERAL TREATIES. 

Any solution should conform to the provisions of the 
Covenant of the League of Nations, the Pact of Paris, and 
the Nine-Power Treaty of Washington. 


(4) RecoGnirIon oF Japan’s INTERESTS IN MANCHURIA. 

The rights and interests of Japan in Manchuria are facts 
which cannot be ignored, and any solution which fails to 
recognise them and to take into account also the historical 
associations of Japan with that country would not be 
satisfactory. 
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(5) THe EstTaBLISHMENT OF NEW 
BETWEEN CHINA AND JAPAN. 


TREATY RELATIONs 


A restatement of the respective rights, interests, and 
responsibilities of both countries in Manchuria in new 
treaties which shall be part of the settlement by agree. 
ment is desirable if future friction is to be avoided and 
mutual confidence and co-operation are to be restored. 


(6) ErrecTIVE PROVISION FOR THE SETTLEMENT OF Futurg 
Disputes. 
As a corollary to the above it is necessary that provision 
should be made for facilitating prompt settlement of minor 
disputes as they arise. 


(7) Mancnurian AUTONOMY. 


The Government in Manchuria should be modified in 
such a way as to secure, consistently with the sovereignty 
and administrative integrity of China, a large measure of 
autonomy designed to meet the local conditions and special] 
characteristics of the Three Provinces. The new civil 
régime must be so constituted and conducted as to satisfy 
the essential requirements of good government. 


(8) INTERNAL ORDER AND SECURITY AGAINST EXTERNAL 
AGGRESSION. 


The internal order of the country should be secured by 
an effective local gendarmerie force, and security against 
external aggression should be provided by the withdrawal 
of all armed forces other than gendarmerie and by the 
conclusion of a treaty of non-aggression between the 
countries interested. 


(9) ENCOURAGEMENT OF AN EcoNomICc 
BETWEEN CHINA AND JAPAN. 


RAPPROCHEMENT 


For this purpose a new commercial treaty between the 
two countries is desirable. Such a treaty should aim at 
placing on an equitable basis the commercial relations 
between the two countries and bringing them into con- 
formity with their improved political relations. 


(10) INTERNATIONAL CO-OPERATION 
STRUCTION. 


IN CHINESE REcon- 

Since the present political instability in China is an 
obstacle to friendship with Japan and an anxiety to the 
rest of the world (as the maintenance of peace in the Far 
East is a matter of international concern), and since the 
conditions enumerated above cannot be fulfilled without 
a strong Central Government in China, the final requisite 
for a satisfactory solution is temporary international co- 
operation in the internal reconstruction of China, as 
suggested by the late Dr. Sun Yat-sen 

If the present situation could be modified in such a way 
as to satisfy these conditions and embody these ideas, 
China and Japan would have achieved a solution of their 
difficulties which might be made the starting-point of a 
new era of close understanding and political co-operation 
between them. If such a rapprochement is not secured, 
no solution, whatever its terms, can really be fruitful. Is 
it really impossible to contemplate a new relationship 
even in this hour of crisis? Young Japan is clamorous for 
strong measures in China and a policy of thoroughness in 
Manchuria. Those who make these demands are tired of 
the delays and pin-pricks of the pre-September period; 
they are impetuous and impatient to gain their end. But, 
even in Japan, appropriate means must be found for the 
attainment of every end. After making the acquaintance 
of some of the more ardent exponents of this ‘ * positive 
policy, and those especially who, with undoubted idealism 
and great personal devotion, have constituted themselves 
the pioneers of a delicate undertaking in the ‘‘ Man- 
chukuo ”’ regime, it is impossible not to realise that, at 


| the heart of the problem for Japan, lies her anxiety con- 


| the future to which it is tending. 


cerning the political development of modern China, and 
This anxiety has led 
to action with the object of controlling that development 
and steering its course in directions which will secure the 
economic interests of Japan and satisfy strategic require- 
ments for the defence of her Empire. 

Japanese opinion is nevertheless vaguely conscious that 
it is no longer practicable to have two separate policies, 
one for Manchuria and one for the rest of China. Even 
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with her Manchurian interests as a goal, therefore, Japan 
might recognise and welcome sympathetically the renais- 
sance of Chinese national sentiment, might make friends 
with it, guide it in her direction, and offer it support, if 
only to ensure that it does not seek support elsewhere. 

In China, too, as thoughtful men have come to recog- 
nise, the vital problem, the real national problem, for their 
country is the reconstruction and modernisation of the 
State ; they cannot fail to realise that this policy of recon- 
struction and modernisation, already initiated with so 
much promise of success, necessitates for its fulfilment the 


cultivation of friendly 





relations with all countries, and 
above all with that great nation which is their nearest 
neighbour. China needs, in political and economic 
matters, the co-operation of all the leading Powers, but 
especially valuable to her would be the friendly attitude 
of the Japanese Government and the economic co-opera- 
tion of Japan in Manchuria. All the other claims of her 
newly awakened nationalism—legitimate and urgent 
though they may be—should be subordinated to this one 
dominating need for the effective internal reconstruction 
of the State. 








CHAPTER X. 
SUGGESTIONS TO THE LEAGUE. 


The Report concludes with a number of suggestions | 
intended as an illustration of one way in which the condi- 
tions just laid down might be met. In the first place, 
the Council of the League might invite the Governments 
of China and Japan to discuss a solution of their dispute 
on the lines of these conditions. If they accepted, the 
next step would be the summoning of an Advisory Con- 
ference, to make proposals for the constitution of a 
special regime for the administration of Manchuria and 
to be composed of representatives of both Governments 
and two delegations from the local population. (One to 
be selected in a manner prescribed by the Chinese 
Government and the other in a manner prescribed by the 
Japanese Government.) 


Four Heads of Agreement. 


Any points on which the Conference was unable to 
reach agreement would be submitted to the League 
Council. At the same time, the matters at issue between 
China and Japan relating to respective rights «nd 
interests should be discussed separately, and, if agreed, 
with the assistance of neutral observers. 

The results of these discussions might then be em- 
bodied in four separate instruments :— 

(1) A Declaration by the Chinese Government con- 
stituting a special administration for the three Eastern 
Provinces, in the terms recommended by the Advisory 
Conference ; 

(2) A Sino-Japanese Treaty 
interests, including those in 
Mongolia) ; 

(3) A Sino-Japanese Treaty of Conciliation and Arbi- 
tration, Non-Aggression and Mutual Assistance; 

(4) A Sino-Japanese Commercial Treaty. 


dealing with Japanese 
Jehol (Kastern Inner 


These instruments are then considered seriatim :— 


1, THE DECLARATION. 

The final proposals of the Advisory Conference would 
be submitted to the Chinese Government, which would 
embody them in a Declaration, for transmission to the 
League of Nations and to the signatories of the Nine- 
Power Treaty of 1922. This Declaration would be stated 
to have for the Chinese Government the binding charac- 
ter of an international engagement. Among other functions 
it would distinguish between the powers of the Central 
Government of China in the Three Eastern Provinces and 
those of the autonomous local Government, and it is sug- 
gested that the powers to be reserved to the latter should 
be the following :— 

(1) The control of general treaty and foreign relations 
not otherwise provided for; it being understood that the 
Central Government would not enter into any inter- 
national engagements inconsistent with the terms of the 
Declaration, 

(2) The control of the Customs, the Post Office, and 
the Salt Gabelle, and possibly of the administration of 
the stamp duty and the tobacco and wine taxes. The 
equitable division, between the Central Government and 
the Three Eastern Provinces, of the net income from 
these revenues would be determined by the Advisory 
Conference. 

(3) The power of appointment, at least in the first 
instance, of the Chief Executive of the Government of 
















the Three Eastern Provinces in accordance with the pro- 
cedure to be laid down in the Declaration. Vacancies 
would be filled in the same way, or by some system of 
selection in the Three Eastern Provinces, to be agreed 
upon by the Advisory Conference and inserted in the 
Declaration. 

(4) The power of issuing to the Chief Executive the 
carrying out of the international engagements entered 
into by the Central Government of China in matters 
under the administration of the autonomous Government 
of the Three Eastern Provinces. 

(5) Any additional powers agreed upon by the Con- 
ference. 

All other powers would be vested in the autonomous 
Government of the Three Eastern Provinces. 

Some practical system might be devised to secure an 
expression of the opinion of the people on the policy of 
the Government, possibly through the traditional agency 
of the Chambers of Commerce, Guilds and other civil 
organisations. 

Some provision should also be made to safeguard the 
interests of White Russians and other minorities. 

It is suggested that a special gendarmerie should be 
organised, with the collaboration of foreign instructors, 
which would be the only armed force within the Three 
Eastern Provinces. In view of this, its organisation, 
when completed, should be followed by the retirement 
from this territory of all other armed forces, including 
any special bodies of police or railways guards, whether 
Chinese or Japanese. 


Foreign Advisers. 


An adequate number of foreign advisers would be 
appointed by the Chief Executive of the autonomous 
Government, of whom a substantial proportion should be 
Japanese. The details would be worked out by the pro- 
cedure described above and would be stated in the 
Declaration. Nationals of small States, as well as of the 
Great Powers, would be eligible. 

The appointment of two foreigners of different nation- 
alities to have supervision of (1) the constabulary and 
(2) the fiscal administration would be made by the Chief 
Executive from a panel submitted by the League Council, 
The powers of the advisers would be defined in the 
Declaration. 

The Report continues :— 

‘* The employment of foreign advisers and officials is in 
conformity with the policy of the founder of the Chinese 
Nationalist Party and with that of the present National 
Government. But it cannot be too strongly emphasised 
that the presence of the foreign advisers and officials here 
suggested, including those who, during the period of the 
organisation of the new regime, must exercise excep- 
tionally wide powers, merely represents a form of inter- 
national co-operation. They must be selected in a manner 
acceptable to the Chinese Government and one which is 
consistent with the sovereignty of China. When ap- 
pointed, they must regard themselves as the servants of 
the Government employing them, as has always been 
the case in the past with the foreigners employed in the 
Customs and Postal administration or with the technical 


organisations of the League that have collaborated with 
China. . 


’ 





















































































































Manchuria 
Supplement. 


18 


THE ECONOMIST. 


[November 5, 1932. 





. The point must also be stressed that the appointment 
of a relatively large number of Japanese advisers, in an 
atmosphere of Sino-Japanese co-operation, would enable 
such officials to contribute the training and knowledge 
specially suited to local conditions. The goal to be kept 
in view throughout the period of transition is the creation 
of a civil service composed of Chinese, who will ultimately 
make the employment of foreigners unnecessary. 


Il. THE SINO-JAPANESE TREATY DEALING WITH JAPANESE 
INTERESTS. 

The treaty dealing with Japanese interests in the 
Three Eastern Provinces and with some J: apanese interests 
in the Province of Jehol would have to deal principally 
with certain economic rights of Japanese nationals and 
with railway questions. The aims of this treaty should 
be: — 

(1) The free participation of Japan in the economic 
development of Manchuria, which would not carry 
with it a right to control the country either economi- 
cally or politically ; 

(2) The continuance in the Province of Jehol of 
such rights as Japan now enjoys there; 

(3) An extension to the whole of Manchuria of the 
right to settle and lease land, coupled with some 
modification of the principle of extra-territoriality ; 

(4) An agreement regarding the operation of the 
railways. 

Hitherto, the rights of settlement of Japanese nationals 
have been confined to South Manchuria, though no 
definite boundary line between North and South Man- 
churia has ever been fixed, and to Jehol. These rights 
have been exercised under conditions which China found 
unacceptable and this caused continued friction and con- 
flicts. From evidence given before the Commission, we 
have reason to believe that China would be willing to 
extend to the whole of Manchuria the present limited 
right of settlement, provided it was not accompanied by 
extra-territorial status, the effect of which, it was claimed, 
would be to create a Japanese State in the heart of a 
Chinese territory. 

It is obvious that the right of settlement and extra- 
territoriality are closely associated. It is, however, 
equally clear that the Japanese would not consent to 
abandon their extra-territorial status until the administra- 
tion of justice and finance had reached a very much 
higher standard than has hitherto prevailed in Manchuria. 


Rights of Settlement. 


Two methods of compromise have suggested themselves. 
One is that the existing rights of settleme nt, accompanied 
by extra-territorial status, should be maintained, and 
that such rights should be extended both to Japanese and 
Koreans in North Manchuria and Jehol without extra- 
territorial status. The other is that the Japanese should 
be granted the right to settle anywhere in Manchuria and 
Jehol with extra-territorial status, and that the Koreans 


should have the same rights without extra-territorial 
status. It is obvious that the most satisfactory solution 


of the problem is to make the administration of these 
Provinces so efficient that extra-territorial status will no 
longer be desired. It is with this object that we recom- 
mend that at least two foreign advisers, one of whom 
should be of Japanese nationality, should be attached to 
the Supreme Court, and other advisers might with advan- 
tage be attached to other Courts. The opinions of these 
advisers might be made public in all cases in which the 
Courts were called upon to adjudicate on matters in a 
foreign nationals were involved. We also think that, 
the period of reorganisation, some foreign supervision of 
the administration of finance is desirable. 

A further safeguard would be provided by the establish- 
ment, under the treaty of conciliation, of an arbitration 
tribunal to deal with any complaints which the Chinese 
or Japan ese Governments might bring in their own names 
or in those of their nationals. 

Any extension of the rights of settlement in the case of 
Japanese would apply on the same conditions to the 
nationals of all other Powers which enjoy the benefits of 
a ‘* most-favoured-nation ’’ clause, provided that those 





Powers whose nationals enjoy extra-territorial rights enter 
into a similar treaty with China. 


Railways. 

As regards railways, it has already been pointed out 
that there has been little or no co-operation in the past 
between the Chinese and Japanese railway builders and 
authorities directed to achieving a comprehensive and 
mutually beneficial railway plan. It is obvious that, jf 
future friction is to be avoided, provisions must be made in 
the treaty for bringing to an end the competitive system of 
the past, and substituting a common understanding as 
regards freights on the various systems. In the opinion 
of the Commission there are two possible solutions, which 
could be considered either as alternatives or as stages to 
one final solution. The first is a working agreement be- 
tween the Chinese and Japanese railway administrations, 
which would facilitate their co-operation. China and 
Japan might agree to manage their respective railway 
systems in Manchuria on the principle of co-operation, and 
a joint Sino-Japanese Railway Commission, with at least 
one foreign adviser, might exercise functions analogous to 
those of boards which exist in some other countries. A 
more thorough remedy would be provided by an amalga- 
mation of the Chinese and Japanese railway interests. 
This, while safeguarding the interests of China, would 
place at the disposal of all the railways in Manchuria the 
benefit of the great technical experience of the South Man- 
churia Railway and could be evolved without difficulty 
from the system which has been applied to the railways 
of Manchuria in the last few months. It might even pave 
the way in the future to some wider international agree- 
ment which might include the Chinese Eastern Railway. 
Such a solution of the railway question would make the 
South Manchuria Railway a purely commercial enter- 
prise, and the security provided by the special corps of 
gendarmerie, when once this body was fully organised, 
would enable the Railway Guards to be withdrawn, thus 
saving a considerable item of expense. If this is done, it 
would be well that special land regulations and a special 
municipal administration should previously be instituted 
in the railway area in order to safeguard the vested 
interests of the South Manchuria Railway and of Japanese 
nationals. 

If a treaty on these lines could be agreed upon, a legal 
basis for Japanese rights in the Three Eastern Provinces 
and in Jehol would have been found which would be at 
least as beneficial to Japan as the present treaties and 
agreements, and one which would be more acceptable to 
China. China might then find no difficulty in recognising 
agreements as those of 1915, unless abrogated or modified 
by the new treaty. All minor rights claimed by Japan, 
the validity of which may be open to dispute, should be 
the subject of agreement. In case of disagreement, resort 
should be made to the procedure outlined in the treaty of 
all the definite grants made to Japan by such treaties and 
conciliation. 


Ill. THE SINO-JAPANESE TREATY OF CONCILIATION. 

This treaty would provide for a board of conciliation, 
whose functions would be to assist in the solution of any 
difficulties as they arise between the Governments of 
China and Japan. It would also establish an arbitration 
tribunal composed of persons with judicial experience and 
the. necessary knowledge of the Far East. This tribunal 
would deal with any disputes between the Chinese and 
Japanese Governments regarding the interpretation of - 
declaration or of the new treaties, and with such other 
categories of disputes as might be specified in the treaty 
of conciliation. 

Finally, in conformity with the provisions for non- 
aggression inserted in the treaty, the contracting parties 
should agree that Manchuria should gradually become 4 
demilitarised area. With this object, it would be pro- 
vided that, after the organisation of the gendarmerie had 
been effected, any violation of the demilitarised territory 
by either of the parties or by a third party would consti: 
tute an act of aggression entitling the other party, or both 
parties in the case of a third-party attack, to take what- 
ever measures might be deemed advisable to defend the 
demilitarised territory, without prejudice to the right of 
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the Council of the League to take action under the 
Covenant. 


IV. THE SINO-JAPANESE COMMERCIAL TREATY. 

The commercial treaty would naturally have as its 
sbject the establishment of conditions which would en- 
sourage as much as possible the exchange of goods between 
China and Japan, and should also contain an undertaking 
by the Chinese Government to take all measures within 
its power to forbid and repress organised boycott move- 
ments against Japanese trade, without prejudice to the 
individual rights of Chinese consumers. 

At the moment of concluding our Report, we read in the 
Press two statements by the Foreign Ministers of China 
and Japan, from each of which we would extract one point 
of the utmost importance. 

On August 28th, Mr Lo Wen Kan declared at Nanking : 

‘* China is confident that any reasonable proposal 
for the settlement of the present situation will neces- 
sarily be compatible with the letter and spirit of the 
Covenant of the League of Nations and the anti-war 
Pact, and the Nine-Power Treaty, as well as with 
China’s sovereign power, and will also effectively 
secure a durable peace in the Far East.”’ 

On August 30th, Count Uchida is reported to have 
declared at Tokyo: 

‘* The Government considers the question of Sino- 
Japanese relations as more important than the ques- 
tion of Manchuria and Mongolia.’”’ 

The Commissioners add a final reflection :— 

“* We cannot close our report more appropriately than by 
reproducing here the thought underlying these two state- 
ments: as exactly does it correspond with the evidence 
we have collected, with our own study of the problem, 
and consequently with our own convictions, so confident 
are we that the policy indicated by these declarations, if 
promptly and effectively applied, could not fail to lead to 
a satisfactory solution of the Manchurian question in the 


best interests of the two great countries of the Far East 
and of humanity in general.’’ 
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“¢ |, . an admirable and exhaustive survey.” — Times. 


‘No standard of public service, however exalted, 
could have expected or desired a better piece of 
work.” —Observer. 


“© |. . a masterpiece of lucid English . . . a complete 
comprehensive and dispassionate review of the whole 
case.” —News-Chronicle. 


**,..a masterpiece . . . the most important document 
yet produced under the auspices of the League. Its 
very moderation makes it formidabie.’”—Sunday 
Times. 
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+*, The above Map was prepared specially for this Supplement and does not form part of the Lytton Report. Inthe abridged version! 
of the Report here published, the Economist is responsible for the cross-headings and the footnotes. 
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